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Owinc largely to the fact that the 
decrease in the value of silver has caused 
the silver florin to be worth less than 
the paper florin, Austria-Hungary has 
come to a realizing sense of the disad- 
vantages of a silver basis for her cur- 
rency. Expert committees of inquiry 
presided over by the respective ministers 
of finance of Austria and Hungary were 
called last spring to discuss a readjust- 
ment of the currency. The discussion 
resulted in a law which substantially 
means the adoption of a gold basis. 

For the present silver florin, an amount 
of gold will be given equivalent to the 
market value in gold of the silver con- 
tained in the florin coin, and the latter 
as unit will be replaced by the crown 
coin, representing half a florin. The 
chief coir will be the twenty-crown 
piece of gold. The subsidiary silver 
coins of the new currency will be the 
one crown piece and coins of fifty and 
twenty pfennigs. The question of the 
quantity ef silver to be coined will be 


settled by special law. The question 
of calling in the unredeemable national 
bank notes and returning to cash pay- 
ments in specie has been touched upon 
in the coinage law, but its final settle- 
ment has been reserved for special legis- 
lation. An important clause in the new 
law is to the effect that all payments 
may be made in the new currency, which 
in this way is made a legal tender. 

Austria-Hungary is one of the nations 
which has agreed to take part in the 
International Monetary Conference, but 
the new currency enactment renders it 
improbable that she will acquiesce in 
any international agreement favoring 
bimetalism. 


Tue paper of Mr. William C. Corn- 
well, which we re-produce in this num- 
ber, advocating that the national banks 
of the country be allowed to issue notes, 
to a certain proportion of their capital, 
against commercial assets, and constitu- 
ting a first lien, without any special 
pledge of government bonds as security, 
has been well spoken of by a number of 
The New York 
Evening Post has alluded to it in approv- 
ing terms; the New York /ournal of 
Finance has stated that it ** is notable for 
its clearness of exposition and for the 
soundness of its views;” and the Buffalo 
News states that it is a remarkable paper, 
and sure to awaken 
many quarters, 


papers and journals. 


keen discussion in 





| 
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But with all this indorsement and con- 
firmation of soundness, none of the papers 
cited venture to give reasons for their 
conclusions, and their published utter- 
ances fail to give evidence of any deep 
or thoughtful consideration of the actual 
results which would follow the adoption 
of the plan advocated by Mr. Cornwell. 
Nor does the periodical in which it first 
appeared, Rhodes’ Journal of Banking, 
contain any editorial discussion what- 
ever, respecting the soundness of the 
views advanced, Yet here is a propos- 
ition which involves a radical change of 
system, and is certainly one which, con- 
ceding it to have prima facie merit, calls 
for careful thought on the part of bank- 
ers and all others directly interested in 
the problem of our future currency. 

From the consideration we have been 
able to give the subject, we cannot con- 
cur in the conclusion that bank notes, 
issued as proposed, would be absolutely 
safe or desirable. Our reasons are set 
forth on another page. In controverting 
many of the assertions and propositions 
advanced by Mr. Cornwell, it is with no 
desire to be critical, but simply to test 
the soundness of his views. If our 
reasons can be explained away, well 
and good. 
arrive at truth and sound policy, and to 
this end, discussion and controversy are 
valuable. 


Our sole and only aim is to 


AN interesting California case is re- 
ported in this number where a bank de- 
positor, having lost a bet, executed a 
check on his bank in payment. He did 
not stop payment himself, but a friend 
met,the bank’s teller on the street and 
confidently advised him that he had 
better not pay the check, as it was in 
settlement of a bet, which was illegal. 
Thejteller actually did refuse payment 
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when first presented, to give the depos- 
itor, as he explained, an opportunity to 
countermand, but after waiting for a 
day, and receiving no word to do so, 
concluded that he had waited long 
enough, and when the check was again 
presented, he paid, or rather certified it. 
Then the depositor, in his wrath, 
brought suit against the bank for his 
balance, represented by the check so 
paid. The court rightly holds that the 
banker was under no obligation, and in 
fact had no right, to refuse payment of 
a check because of knowledge that it 
was given for an illegal purpose. It is 
his duty to obey the orders of his cus- 
tomer in this regard, and the latter can- 
not question the right of the banker to 
do the very thing he has instructed him 
to do. 
brother’s keeper, and how ridiculous it 


In short, the banker is not his 


would be to say that he should or could 
go behind the depositor’s instructions, 
and exercise his own judgment, as to 
the wisdom or the morality of the mo- 
tives which induce the depositor to 
order payment of his money. This 
might be the case with a guardian and 
nis ward, but not with a banker and his 
client. The nearest approach to spon- 
sorship on the part of the banker would 
be, probably, where the customer evi- 
denced the traits of a mon compos mentis, 
and it became a moral duty to protect 
him against himself, yet even here, the 
legal duty would not exist, as some 
cases hold, until the customer is actually 
adjudged insane. * 


In the mass of recent literature in 
newspapers and the periodical press 
relating to the future currency of this 


* See article on insanity of depositor as affecting 
payment of deposit in 4 BANKING L, J. 15. 
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country, a statement is very frequently 
encountered to the effect that should the 
ten per cent. tax on state bank issues be 
repealed, forty-four different kinds of 
bank notes would spring into existence, 
resulting from the variety of legislation 
on the subject, which would naturally 
emanate from forty-four different legis- 
latures. 

The question of what conditions would 
result from the repeal of the ten per 
cent. tax is, of course, a vital one in 
the currency problem. Misrepresenta- 
tion of the present facts relating to 
these conditions on the part of those 
who make pretenses of instructing the 
people, is therefore inexcusable, and 
particularly so when made in leading 
journals and by writers of influence 
and ability. Although not advocating 
a state bank circulation without con- 
gressional supervision, we think it only 
proper to call attention to the fact that 
are comparatively few states in 

under 


there 
which, state constitutions and 
legislative enactments as they now stand, 
a state bank circulation would be allow- 
ed. The issuing of state bank notes to 
circulate as money is expressly prohib- 
ited in a number of state constitutions, 
and in many other states by legislative 
enactments. To amend these constitu- 
tions and laws so as to bring about the 
conditions which it is so confidently 
stated would immediately follow the 
repeal of the ten per cent. tax, is a mat- 
ter which would, at least, involve much 
time and difficulty. 

We are strongly inclined to think 
that this prevalent error as to the cur- 
rency question has not been altogether 


unintentional in some quarters. The 
exigencies of politics have required a 
perverted attitude to public questions 


on the part of the partisan press, which 


is absent from the minds of unpreju- 
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diced men and from the pages of wholly 
independent journals. 


A RECENT decision of the supreme 
court of New York state, in the case 
of the Binghampton Trust Company,* 
construing the provision of the banking 
law making it unlawful to solicit busi- 
ness as a savings bank, will interest 
officials of savings institutions, as well 
as bank officials generally. Doubtless, 
this law has been supposed by many to 
have a different prohilbivory effect from 
that which is given it under the ruling 
ot the supreme court. The law reads 
thus: 

‘*It shall not be lawful for any bank, 
banking association, or individual bank- 
er, firm, association, corporation, per- 
son, or persons, to advertise or put 
forth a sign as a savings bank, or in any 
way to solicit or receive deposits as a 
savings bank; and any bank, banking 
association, or individual banker, firm, 
association, corporation, person or per- 
sons, which shall offend against these 
provisions, shall forfeit and pay, for 
every such offense, the sum of one hun- 
dred dollars for every day such offense 
shall be continued, to be sued for and 
recovered in the name of the people of 
this state, by the district attorneys of 
the several counties, in any court having 
cognizance thereof, for the use of the 
poor, chargeable to said county in which 
such offense shall be committed.”” Laws 
1882, c. 409, § 283. 

The Binghampton Trust Company, 
which commenced business in 1890, 
solicited and received deposits in sub- 
stantially the same manner as is done 
by savings banks, and in short, carried 


*People v. Binghampton Trust Co., N. Y. Supreme 
Court, general term, fourth department, Sept., 1892. 








on the business of a savings bank as a 
branch of its banking operations. For 
so doing, suit was brought against it to 
recover the penalty. ' 

Whether or not recovery can be had, 
said the court, ‘‘ depends upon the con- 
struction to be given to this statute. If 
the purpose of the statute was to pro- 
hibit any person, firm, corporation, or 
association from either soliciting or re- 
ceiving deposits in the manner in which 
they are usually solicited and received 
by savings banks, it would seem that 
the plaintiff would be entitled to a judg- 
ment for the penalty demanded; for, 
when we consider the facts stipulated as 
to the nature of the business transacted 
by the defendant, the manner in which 
it was performed, the circulars the de- 
fendant distributed, and the advertise- 
ments it published, it is quite manifest 
that the defendant solicited and received 
deposits in substantially the same man- 
ner as they are solicited and received by 
savings banks.” 

The court thus comes to the question 
whether the legislature intended to con- 
fer upon savings banks a monopoly of 
the class of business usually transacted 
by them, or whether the intent and 
purpose of the statute was to protect 
the public against deception or imposi- 
tion by prohibiting the receiving and 
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soliciting deposits by any person, firm, 
corporation, or association under the 
claim or pretense of being a savings 
bank. Deciding this question, the court 
says: ‘‘We think the latter was the 
purpose of the statute. This becomes 
quite obvious when we read all the pro- 
visions of that section. The manifest 
purpose of the section was to render it 
unlawful to advertise, put forth a sign, 
solicit or receive deposits, claiming or 
pretending to be a savings bank. If 
such is the proper construction of the 
statute under consideration, and we 
think it is, it follows that the plaintiff is 
not entitled to recover the penaity 
sought to be recovered in this action, as 
the statement of facts is insufficient to 
justify us in holding that the defendant 
in any manner held itself out as a savings 
bank, or solicited or received deposits 
claiming or pretending to be such.” 

From this decision, we see, it is not 
unlawful for persons or corporations to 
do a savings bank business, although 
not incorporated as a savings bank, and 
that the conduct of such business only 
becomes unlawful when it is carried on 
under false pretense of being a savings 
bank, thus deceiving the public. This 
construction of the statute is certainly 
important to be noted by all inter- 
ested. 
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RISKS AND RESPONSIBILITIES 
OF 
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IN THE PURCHASE AND SALE 
INVALID SECURITIES. 





i in sum total of municipal and other 

corporate bonds, yearly transferred 
by way of purchase and sale, or pledge, 
would, if estimated, aggregate an enor- 
mous figure. Such securities are a fa- 
vorite means of investment by capital- 
ists, savings institutions, corporations 
and investors generally, and frequently 
constitute the basis of security, by way 
of pledge, for loans by banks. In the 
marketing of new issues, and in general 
transactions of purchase and sale be- 
tween private individuals, a profitable 
field of employment is found for a large 
class known as investment bond brokers. 
But municipal and corporate bonds (and 
the same is true of otherclasses of paper 
obligation), are not always what they 
seem. Some illegality of issue, or in- 
validity may exist, which will render 
them worthless and unenforceable in the 
hands of the holder. Litigation is con- 
stantly going on, and numerous cases 
have been reported in our columns, 
where the purchasers and owners of 
municipal bonds, seeking to enforce 
payment of coupon or principal, have 
been met with some defense, constitu- 
ting a hidden defect, which has pre- 
vailed and barred recovery. Litigation 
has been so frequent, and loss so often 
incurred from these causes, that the 
general run of investors are becoming 
more cautious, and the practice has be- 
come usual for bond brokers, prepara- 
tory to offering an issue of bonds upon 
the market, to have the question of val- 
idity thoroughly investigated by experi- 
enced counsel and their opinion given 
upon the subject. 


It is not proposed here to enter into 
any exposition of the law upon the 
holder’s right of recovery against the 
issuing corporation, upon bonds alleged 
to be invalid. The subject is too vast. 
The only point of law which this article 
is intended to touch upon, is respecting 
the liability of the seller of municipal or 
other corporate bonds, which prove in- 
valid, to refund for that reason the pur- 
chase price received. This is the inter- 
esting question which is passed upon in 
a recent California case, and in view of 
the large number of dealings in invest- 
ment bonds, a statement of the law upon 
the subject will interest many. 

In the California case of Harvey v. 
Dale* one of a series of bonds of a water 
company was sold by Ato B. The bond 
was invalid, because of non-compliance 
with statutory requirements in its issue. 
B had not paid A in cash, but had given 
his note, which he refused to pay on the 
ground of failure of consideration. The 
court holds there was no failure of con- 
sideration; that B got exactly what he 
intended to, and did, buy,—one of the 
He had the 
same opportunity as A to ascertain its 
validity, and he bought subject to the 
rule of caveat emptor—let the purchaser 
beware—and assumed all the risk ef in- 
validity when he accepted the bond in 
exchange for his promissory note. 

The same doctrine was applied in an 
earlier California case, where county 
bonds, invalid and unenforceable, be- 
cause issued without authority, were 
sold by Ato B. In this case, B had 


*Published post. 


bonds of the corporation. 
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paid the cash, and sought to recover 
back. Caveat emptor was the answer of 
the court—the same doctrine which is 
applied to the man who buys a horse, 
which has defects observable, but not 
noticed, at the time of the purchase. 

The reason for this rule that the pur- 
chaser of municipal or corporate bonds 
must take the risk of their being valid, 
and cannot hold the seller liable if they 
are otherwise, is thus clearly stated by 
the supreme court of the United States 
in Otis v. Cullum, 92 U. S. 447. 

** Such securities throng the channels 
of commerce, which they are made to 
seek, and where they find their market. 
They pass from hand to hand, like bank 
notes. The seller is liable ex delicto for 
bad faith; and ex contractu there is an 
implied warranty on his part that they 
belong to him and that they are not 


forgeries. Where there is no express 


Stipulation, there is no liability beyond 


this. If the buyer desires special pro- 
tection, he must take a guarantee. He 
can dictate its terms and refuse to buy 
unless it be given. If not taken, he can- 
not occupy the vantage-ground upon 
which it would have placed him. It 
would be unreasonably harsh to hold 
all those through whose hands such in- 
struments may have passed, liable ac- 
cording to the principles which the 
plaintiffs in error insist shall be applied 
in this case.” 

In the case before the court, the legis- 
lature of Kansas had passed certain acts 
authorizing an issue of bonds for cer- 
tain specified purposes, which were is- 
sued and subsequently became the prop- 
erty of the First National Bank of 
Topeka. The bank put the bonds on 
the market and disposed of them, The 
bonds were subsequently adjudged void, 
because the legislature had no power to 
pass the acts. The purchaser from the 
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bank then sought to recover the pur- 
chase price, alleging failure of consider- 
ation, but his right of recovery was de- 
nied. 

The doctrine of the supreme court, it 
will be noticed, holds there is no im- 
plied warranty by the seller that the 
bonds are valid, and therefore no re- 
sponsibility for invalidity. The only 
implied warranty, is that the bonds are 
not forgeries. Hence the distinction 
will be noted between forgery and other 
cases of invalidity. Upon sale of forged 
bonds, the seller would be liable to re- 
fund the purchase price. Otherwise, if 
the invalidity, and consequent worth- 
lessness of the bonds sold, arises from 
other causes. 

This, doubtless, is the prevailing rule. 
At the same time, the reader will note 
the Louisiana decision in the JOURNAL 
of September 15, 1892. Certain bonds 
of the state of Louisiana, originally 
valid, but which had been redeemed, 
were fraudulently re-issued and put upon 
the market by the state treasurer. The 
bonds were adjudged worthless, and a 
seller or assignor of certain of these bad 
bonds, was held liable to the purchaser 
for the price paid. The illegality of the 
instrument was held to constitute a fail- 
ure of consideration, and knowledge of 
the illegality on the part of the vendor 
was declared not essential to make him 
liable for the price received. 

If we regard this fraudulent re-issue, 


as an issue without authority, this de- 
cision militates against the cases previ- 
ously cited. But in truth, the bonds thus 
fraudulently marketed were very much 
akin to the case of forged bonds, for in 
addition to the lack of authority, there 
was the added element of positive crime, 
connected with their issue. It is unnec- 
essary, however, to attempt to reconcile 
these cases, if they present any real or 
apparent conflict, The mere holding 
them up to view is sufficient. 
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COMMERCIAL ASSETS AS A 


HAT the future financial policy of 
the government shall be with re- 
spect to the circulating medium of the 
country, is a question of interest and 
discussion throughout the entire land. 
One branch of the subject under discus- 
sion is as to the character of currency 
which shall be contributed, for circula- 
tion as money, by the banks of the 
country, assuming (though some deny) 
that bank circulation in some form is 
necessary, as a constituent of our cur- 
rency system. One of the most recent 
contributions to the literature of this 
subject is the article of Mr. William C. 
Cornwell, of Buffalo,* in which he pro- 
poses, (1) a repeal of the silver bill of 
1890, and (2) an ‘“‘engrafting of the 
principle of note issue by banks (a first 
lien and secured by general assets) upon 
the national banking system.”’ 

The greater portion of Mr. Cornwell's 
article is devoted to assertion and argu- 
ment in support of his second proposi- 
tion, involving the proper basis of 
security for bank currency, and to this 
branch of the subject our remarks will 
be confined. In skeleton outline, Mr, 
Cornwell’s argument is this: <A perfect 
currency must have the four requisites 
of (1) absolute security, (2) uniformity 
in value throughout the country, (3) 
convertibility into gold, and (4) elastici- 
ty in volume, expanding and contracting 
at need. The national bank currency 
has been defective in two respects. (a) 
The gradual redemption of its basis of 
security, government bonds, has caused 
it to contract in volume; (b) the nature 


* Published on page 360, fos. 
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BASIS FOR BANK CURRENCY. 


of its security, special pledge of govern- 
ment bonds, is antagonistic to automatic 
redemption when not needed, and has 
thus deprived the currency of the ele- 
ment of elasticity. For this reason, it 
is argued, specially pledged bonds are a 
false basis of security. The basis should 
be furnished by commerce itself, and 
‘‘notes issued by properly capitalized 
and inspected banks to the extent of a 
proportion of their paid-up capital, and 
made a first lien upon their assets, not 
specially pledged but held as general 
security,” are said to have behind them 
the only true basis for circulation. Their 
volume would be measured by the re- 
quirements of commerce, and they would 
possess all the requisites of a perfect 
currency. Hence it is urged that this 
principle of note issue, against commer- 
cial assets, should be engrafted upon the 
national bank system; as a return to the 
varying state currency systems would 
not be advisable. 

Concede that an ideal currency would 
be one whose volume would be always 
in exact proportion to trade require- 
ments, we cannot, in our present way of 
thinking, see our way clear to agree 
with the proposition for a system of note 
issues based solely on commercial assets, 
as contended for, or with many of the 
assertions made in its support. 

Disclaiming infallibility, or acute per- 
ception of vision, certain considerations 
nevertheless suggest themselves, which 
to us seem inconsistent with the idea of 
perfect safety and uniformity of such a 
currency, while at the same time, we 
cannot see that the cause of elastici- 
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ty would be furthered, as predicted. 
Let us state our views, reasons and ob- 
jections for what they are worth, and if 
susceptible of refutation, invite it through 
these columns. As in the pleadings of 
the lawyers, a case for evidence and de- 
cision is made up by assertions on one 
side, and denials on the other, let us 
presume to call Mr. Cornwell's paper the 
declaration, and this article the reply, 
raising an issue upon the points contro- 
verted, and making a case for further 
and more detailed fact and argument pre- 
paratory to final judgment by the read- 
ing public 


BONDS AS A BASIS OF SECURITY. 


It will be conceded that a bank note 
should be so secured, as to be absolutely 
safe, and one of the first considerations 
is its security. The basis of security of 
the national bank notes is government 
bonds; and state bonds was the basis of 
security for the notes of banks of some 
of the states before the war. Mr. Corn- 
well asserts that bonds, specially depos- 
ited with the government as trustee, as 
a basis of security, are not the true 
basis, which, it is asserted, should be 
commercial assets. 

But it must be remembered that every 
bank who issues notes secured by gov- 
ernment or other bonds—as do the na- 
tional banks now—already has this com- 
mercial asset basis of security, contended 
for, in the paper which has been dis- 
counted, and which constitutes the pri- 
mary fund to be drawn on to redeem the 
notes. And if, as proposed, bank bills 
were to be issued solely against com- 
mercial paper to be held by the issuing 
bank, they could not properly be said to 
be secured at all, if we use the term 
‘security’ as something additional or 
collateral to the bank’s own promise, to 
be resorted to in case of non payment at 
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the source of issue. The proposition, 
therefore, is to do away entirely with 
the security for national bank notes, 
simply constituting them a first lien on 
the assets and resources of the bank. 


SAFETY OF NOTES BASED ON COMMERCIAL 


ASSETS. 

The first question which naturally 
arises in considering this proposition, is 
respecting the safety of notes so issued. 
Passing for the present the specific ob- 
jections to any special security, such as 
government or state bonds, would notes 
issued as proposed, without any such 
pledged security, solely against the as- 
sets and resources of the issuing bank, 
possess the first requisite of every bank 
note, absolute safety? The following 
considerations suggest themselves as 
militating against the idea of absolute 
safety. 

1. Respecting the value of commercial 
assets. In theory, bank bills issued 
against ‘“‘bills receivable, the paper rep- 
resentatives of products” have behind 
them actual value, and present the situa- 
tion of value for value. But in actual prac- 
tice of bank loan and discount, a large 
proportion of money loaned is not against 
commercial paper in its strict sense; but 
against ‘‘made”’ or accommodation pa- 
per. Strictly commercial paper, such 
as promissory notes given for goods 
purchased on time, grows scarcer every 
year. The tendency in commercial cir- 
cles is more and more to the plan of 
raising temporarily from banks and 
money-lenders on made paper, the funds 
necessary to buy for cash. Such made 
paper, whether secured by indorsement 
or collateral, is not commercial paper in 
its true sense, and as such paper is not 
limited in quantity by real mercantile 
transactions, but can be made ad /ibitum, 
it alone must form an uncertain security 
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for bank bills issued to discount it. Its 
value would entirely depend on the care 
and caution of each bank’s officers issu- 
ing the bills. Contemplate, for exam- 
ple, the value of the ‘‘commercial asset”’ 
security which the thirty and forty thou- 
sand dollar notes of janitors, elevator 
and office boys would have furnished 
for the redemption of the bills of the 
Maverick National Bank, had the notes 
been issued solely against so-called com- 
mercial values. Without more extended 
utterance, the point here made is this: 
While to a certain extent, in any system 
of bank bills issued against commercial 
assets, the bank’s notes would be paid 
out upon drafts drawn against shipments, 
and notes and acceptances given in pay- 
ment of merchandise, the greater por- 
tion would, in all probability, go out 
upon made or accommodation paper, 
whose value would be more or less un- 
certain, according to the business judg- 
ment of the officers of each bank; so 
that in all cases of unwise loans, the 
‘‘commercial assets”’ alone would be 
inadequate security. Not that in the 
great majority of banks, unwise loans 
would be made, but in the minority in- 
stances, where wisdom and _ business 
capacity is possessed in but a small de- 
gree. 

2. First lien on assets. It will not be 
denied that in our existing national 
bank system, instances of mismanage- 
ment of banks have occurred, resulting 
in failure, wherein’ the capital has 
wholly vanished, and the double liability 
of stockholders has been insufficient to 
pay the depositors in full; the note hold- 
ers, of course, being secure in any event 
by the government bond deposit. As- 
suming such cases to be within the pos- 
sibilities of the future, then if we take 
away the special security for the bank 
note, giving the holder a first lien on all 
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the assets, what is the result? We pre- 
fer him to the depositor, and although 
he may be paid in full, it will be at the 
depositor’s expense, Now it must be 
remembered that the depositor is one of 
the general public, equally with the 
note-holder. He is not interested in the 
profits of the bank, but has put his 
money in it, believing it to be sound, 
and any system which prefers one por- 
tion of the public, at the expense of the 
other, must necessarily be defective. If 
the system, as proposed, cannot be 
shown to make the banks sufficiently 
safe to take care of note-holders in all 
cases, except at the expense of deposit- 
ors, then further special security must 
necessarily be required. It is not enough 
to look out for the note-holder; the 
depositor’s interest must equally be con- 
sidered and guarded. 

3. Looting the Bank. In the previous 
paragraphs we have contemplated cases 
where any shrinkage of assets and pos- 
sible loss to depositors—if not to note- 
holders also—might be caused by inju- 
dicious and unwise management, with- 
out any criminality on the part of bank 
officials. But all men are not honest, 
and can it be denied that cases are 
within the range of possibility, if not of 
probability, where the bank might be 
completely plundered or gutted by un- 
scrupulous custodians, in which case 
note-holders would undoubtedly suffer? 
It must be remembered that the notes 
proposed to be issued are to have no 
special security behind them, pledged 
with an independent government trustee. 
The source and means of payment are 
entirely in the hands of the bank and its 
officers. Let a mob raze and plunder 
the bank, or its officers make away with 
all its cash and securities, and all that 
is left the note-holder is a worthless rag. 
No system of bank examination or su- 
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pervision is keen enough to prevent this. 
Between the periods at which the exam- 
iner calls, commercial assets may be ne. 
gotiated and re-discounted, the gripsack 
packed with the spoils, and the railway 
and steamboat availed of, to carry the 
vandal and his means of redemption 
beyond the reach of the law or the note- 
holder. All these things must be taken 
into consideration, in determining the 
safety of currency, issued as proposed. 
Can a bank note so secured, be said in 
all cases to be perfectly safe? Query 
whether the accumulation of a safety 
fund by tax on all the banks as an aid 
to safety is not objectionable, by taking 
from Peter to pay Paul—by making the 
good banks the sponsors for the bad— 
and whether the better system of se- 
curity is not one where each bank is 
compelled to furnish its own security for 
note-issues, of such character and qual- 
ity, as to remove all question of their 
absolute safety? 

4. Overissue. The plan Mr. Cornwell 
proposes is for an issue of notes, re- 
stricted in amount toa proportion of the 
bank’s paid upcapital. Unless there be 
added some system of registering, num- 
bering and countersigning with a gov- 
ernment trustee, it would also be open 
to objection of still further danger from 
over-issue. 


In the above, we have crudely given 
our views why bank notes, issued solely 
against commercial assets, would not in 
all cases be absolutely safe. In cases of 
banks looted, or completely wrecked by 
bad management, the note holders would 
suffer; and in other cases, even where 
the notes might receive full payment, it 
would be at the expense of depositors, 
both ot which considerations would seem 
to be sufficient as reasons for the non- 
adoption of a system of note issues, such 
as proposed. Under the present system 
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of national banks, the notes of these 
institutions are a legal tender to all 
other national banks, and presumably 
this legal tender feature is intended, in 
the plan proposed, to be continued. If 
so, let the national banker ask himself 
the question whether he is willing to 
receive, as legal payment, the notes of 
some other and distant bank, of whose 
officers and methods of business he 
knows nothing, knowing that there is no 
specially pledged security for their pay- 
ment, but that his only means of obtain- 
ing reimbursement is from the resources 
of the bank itself? 

We thus raise the issue of safety, with 
regard to the notes proposed; affirming 
that they would not, in all cases, be ab- 
solutely safe, but that something more 
in the way of security, would be re- 
quired. 


SPECIFIC OBJECTIONS TO BOND 
CONSIDERED. 


SECURITY 


Mr. Cornwell makes the following ob- 
jections to the character of security 
afforded by government or state bonds, 
specially pledged as security for bank 
notes. (1) That they are short-lived 
and their calling in and payment causes 
contraction. (2) That they are a false 
basis for note issue, being ‘* poverty ” 
not ‘‘wealth.” (3) That bank notes, 
thus specially secured, do not have 
actual, daily redemption, and are con- 
sequently non-elastic. 

In considering these objections, we 
do not wish to be understood as express- 
ing the opinion that government and 
state bonds are the best character of 
security that could be devised. But 


government and state bonds have been 
adopted for security in many bank sys- 
tems, and our purpose here is to con- 
sider the merits of the objections which 
are raised against them. 
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1. Pledged Bonds and Contraction.—lt 
is objected that government bonds, 
being ‘‘ short-lived,” cause a contraction 
of the currency when they are called in 
and paid off. This objection has merit 
when government bonds are pledged, 
and upon their redemption, there is no 
substitute. But it is feasible and prac- 
ticable that a system of bond security be 
adopted by enlarging the field of bonds, 
so that substitution of new and different 
bonds, in place of those called in and 
redeemed, may be a continuing process. 
The objection only has force, where no 
such system is in operation. It does 
not weigh against any system of bond 
security, which allows fora substitution 
of pledged bonds. If a government 
bond is ‘‘ short-lived,” a ‘* commercial 
asset’ such as a four-month’s note, is 
ephemeral. Substitution or replenish- 
ment of one, is as necessary as of the 
other, to float the notes. 

2. Bonds as a False Basis.—We quote 
Mr. Cornwell’s words: 


“This brings us to the fault of bonds as a basal se- 
curity. The currency of acountry should be based 
upon actual possessions, not upon public debt—upon 
wealth, not upon poverty—and a bond, government or 
State, is an evidence of pudiic debt, not of public prop- 
erty. 


But is not all bank currency primarily 
based upon commercial assets, actual or 
fictitious? Governmert bonds are not 
the primary basis; they are only the 
added security for its payment, in case 
the primal basis fails of sufficiency. Fur- 
thermore, we cannot concur in the idea 
that a government bond stands in a 
different category from a mercantile 
promissory note, with respect to its 
character and basis of issue, the former 
** poverty,” the latter ‘* wealth.” The 
mercantile promissory note is an evi- 
dence of debt, equally with a govern- 
ment bond, the one being an evidence 
of private, the other of public, debt; 
and a bond, government or state, may, 
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equally with a promissory note, be given 
for value received, such as public im- 
provements or defenses. Negotiable 
paper, it must be borne in mind, is not 
always given for value received. Given 
for value, or otherwise, both the gov- 
ernment bond and the private note are 
equally promises to pay, the chances of 
payment are certainly as good with the 
former, as with the latter, and we 
cannot, therefore, see the distinction 
claimed. 

3. Bonds and Elasticity —The main ob- 
jection to specially pledged bonds as a 
security for bank notes, is that they de- 
prive the currency of elasticity. 


THE QUESTION OF ELASTICITY. 


What is understood by “elasticity” 
or ‘‘ flexibility ” of bank currency? It is 
the power of alternate expansion and 
contraction to suit the wants of the 
community. The ability to expand it 
greatly in periods when it is needed to 
move crops, or for commercial and other 
enterprises, and have it returned for re- 
demption when the demand is over. It 
is asserted by Mr. Cornwell that our 
present bank and government currency 
is defective in this regard. Because of 
the special security of national bank 
notes ‘‘ there never is any actual daily 
redemption of them in the natural course 
of trade.” The currency consists of 
a ‘*sodden, unyielding mass,” not meas- 
ured by trade requirements; its volume 
is too great, when there is a profit in its 
issue, and it shrinks without regard to 
the needs of the community, when un- 
profitable. By removing the special 
security, and issuing the notes against 
commercial assets alone, with regulations 
for daily redemption, these notes, it is 
contended, would ‘‘modestly and auto- 
matically retire when not needed,” and 
thus give the currency the quality of 
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elasticity, hesides being absolutely se- 
cure, 

But is not this elasticity or pliability 
virtually accomplished now among our 
existing national banks, and would we be 
any better off in this respect under such 
a plan as Mr. Cornwell proposes? 

A national bank in a frontier town, 
having out, say $50,000 secured cur- 
rency, has its periods of greater and 
lesser demand for discounts. In the 
latter, when loans are paid off, currency 
accumulates in its vaults, and practical- 
ly it makes no difference to the bank 
or to the community that this accumu- 
lation is largely made up of notes of 
other national banks. If anything, there 
is a gain to all, as the cost of returning 
the bills to the various banks that issued 
them, is saved. And when a period 


comes around in which the currency is 
again in demand, this varied supply has 
all the advantages the bank’s own bills 


could have. 

Is not this the actual, daily redemption, 
for which Mr. Cornwell contends, with 
the gain that instead of the bills having 
to be sent for redemption to the bank of 
issue, Or specified redemption agents, 
every national bank in the country, so 
far as the commercial community is con- 
cerned, is the redeemer of the bills of 
all other national banks? The present 
currency, therefore, possesses the ele- 
ment of elasticity, in that, in periods ot 
greater demand, it is out in the hands 
of the people; while in times of lesser 
demand the existing volume of floating 
currency is contracted by accumulation 
in the vaults of the banks of the coun- 
try. 

But, why is it then, that when another 
period comes around in which the cur- 
rency is needed in the locality of the 
country bank to ‘‘ move crops,” the 
bank has none in its possession? Simply 
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from the tendency of most bankers to 
push out this currency into more distant 
circles, when not required at home, that 
it may not be entirely unproductive, but 
earn a small rate of interest. It can be 
readily seen that there is little profit for 
a bank to provide a secured currency, 
when it can be used in its own locality 
only six months in the year, and will lie 
idle in its vaults the other six; and it is 
natural, that when not in use at home, 
the banker should send his money 
abroad, that he may make some slight 
profit in return. This tendency of bank- 
ers is the main obstacle to perfect plia- 
bility, or existence of currency in bank 
vaults in every locality at the times and 
in the amounts actually needed. On 
many such occasions, it is doing duty 
for its owner elsewhere. But the con- 
dition of affairs described must not 
be laid to any fault in the character of 
the currency, but to the action of the 
bankers that hold it. And surely, they 
would be only too glad to keep it at 
home in industrial uses, at all seasons, 
were there any legitimate demand which 


' wouid pay a fair rate of interest, and 


constitute a safe basis forits loan. Their 
profit, then, would be much greater than 
that earned by sending it abroad. But 
between keeping the currency idle in 
local bank vaults, and investing it safely 
abroad at a low rate to be returned on 
call, the natural and perfectly legitimate 
course is clearly the former. 

Mr. Cornwell would change all this by 
having a bank note issued against com- 
mercial assets which would ‘‘ modestly 
and automatically retire when not need- 
ed.” Toinsure this modest and autom- 
atic retirement, he proposes the abol- 
ition of all special security, and actual, 
daily redemption. By ‘‘ redemption,” 
we do not understand that extinction, or 
destruction, is meant, but simply a re- 
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purchase by paying value to the holder, 
and holding the notes for re-issue. Such 
notes could only have one of two char- 
acters—they would either be safe, or 
unsafe. If absolutely safe, they would, 
equally as the present currency, be sent 
abroad to earn something, during the 
dormant period at home, for the banker 
would be just as eager to employ his 
own idle currency, as he is now to use 
that of other banks. If, on the other 
hand, the currency was unsafe, then it 
would be undesirable in any event. Un- 
safe currency is the only kind that would 
remain at home in times of such con- 
traction. Being unsecured, it would 
have no credit abroad. And yet even 


such a currency, past experience has 
shown, can be forced out to a great ex- 
tent, in ways we indicated in our recent 
strictures upon Mr. Harter’s scheme, to 
the eventual loss of the community when 
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such banks fail. 

Concluding, we believe that a bank 
note, secured solely by commercial assets 
and being a first lien, would be neither 
absolutely safe, nora desirable medium; 
and that some further method of secur- 
ing it would be needed. And further, 
it would seem, that the only way of 
making notes remain at home, idle in the 
banker’s vaults when not called for in the 
locality, would be to make them so un- 
safe, that they would have no credit 
abroad; and even then, they would be 
forced out to a measurable extent. If 
this condition of a currency is what is 
meant by ‘‘elasticity,” then ‘‘elasticity” 
can only be accomplished at the expense 
of safety; for a perfectly safe and secure 
note will not, in the nature of things, 
lie idle in the banker’s vault, when it 
can be earning interest elsewhere at a 
distance. 





THE BANKING LAW JOURNAL. | 


THE CHEMICAL NATIONAL BANK OF NEW YORK. 


T has been said that if the ‘‘old lady 
of Threadneedle street,” has an 
Americansister, she is named the ‘‘Chem- 
ical National Bank of New York.” Alone 
among American banks the Chemical 
has that attribute of absolute imperson- 
ality which pre-eminently distinguishes 
the ‘‘ Bank of England.” True demo- 
cratic feeling could not tolerate the ex- 
ercise in this country of any such arbi- 
trary power as is possessed by the 
British institution, but in other respects, 
save only the enormous aggregation of 
capital, the Chemical is the peer of the 
Bank of England. The latter enjoys 
no more implicit faith on the part of the 
public than the former, nor does the 
English bank keep more rigorously 
within the delimitations of its sphere as 
a banking machine. In view of its past 
successful history and its policy of ag- 
gregation, it is not extravagant to pre- 
dict, for some future day, a capital for 
the Chemical, rivalling in amount that 
of the mighty transatlantic engine of 
finance; while with respect to stability 
and permanence, the Chemical may even 
be said to give greater promise, if that 
be possible, for, unlike the Bank of 
England, its fortunes are not entangled 
with those of the government. 

The Chemical Bank has such a dis- 
tinct individuality and its past career 
has been crowned with such great suc- 
sess, that a brief account of its progress 
and of some of those peculiarities which 
have contributed so largely to its pres- 
ent fame and prosperity, cannot fail to 
interest the reader. 

The Chemical Bank commenced its 


career as an offshoot of the Chemical 
Manufacturing Company in 1823. So 
it continued until 1844, when, on the 
expiration of the company’s charter, it 
was re-organized under the laws of the 
state of New York as the Chemical 
Bank, It remained a state bank until 
1865, in that year becoming a national 
bank. 

In 1844 John Quentin Jones became 
its president and with his administration 
began the phenomenal prosperity of 
the bank. From 1844to 1849 no divi- 
dends were paid, but the foundation of 
its famous surplus had, in this period, 
been laid. Read and marvel at these 
figures. In 1849, dividends of twelve 
per cent. per annum were paid, and con- 
tinued for two years. At the end of this 
time, what? Was the rate too large in 
proportion to the earnings, requiring a 
reduction or cessation of dividend pay- 
ments? No so. On the contrary it 
was then advanced to eighteen per cent, 
per annum, and dividends were regular- 
ly paid at that rate until 1859. In that 
year the rate was again advanced and 
twenty-four per cent, per annum became 
the yearly income which the happy 
stockholders received. This latter rate 
was continued to 1863; then it was in- 
creased to thirty-six per cent. In 1872 
the rate was advanced to one hundred 
per cent. per annum, and in 1889 to one 
hundred and fifty per cent., at which it 
still continues. 

A wonderful showing truly, and still 
more wonderful when we reflect that 
these enormous dividends on the origin- 
al capital did not exhaust the profits of 
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the institution, so as to leave nothing 
remaining for a surplus fund, but that 
contemporaneously with these successive 
declarations ot dividends, there has been 
continuously set apart by the thrifty 
managers a balance of earnings, consti- 
tuting a fund which, from small begin- 
nings, has now grown into a coral island 
of wealth, 

But the reader, unfamiliar with our 
free institutions will say: ‘*To accom- 
plish such astonishing results, this bank, 
surely, must have had some special char- 
ter or exclusive governmental privileges, 
not granted to other banks, by which 
it has been enabled to monopolize cer- 
tain profitable lines of business, and thus 
earn these fabulous sums.” No, the 


Chemical has been organized and oper- 
ated under general laws, first state, then 
national, open alike to all who choose 
to establish a bank under them, and 
with no powers or privileges, not shared 
in common with all incorporated banks. 


Its career and results attained speak 
well for the advantages and possibilities 
of progress afforded by our country; 
and especially for the ability of those 
who have managed and guided this great 
ship of finance to its present prosperous 
condition. Who are these men? 

We stated above that John Quentin 
Jones became president of the bank in 
1844. Mr. Jones remained president 
of the bank until his death in 1878, 
when he was succeeded by George Gil- 
bert Williams, the present incumbent. 
Mr. Williams entered the service of the 
bank in 1841, as assistant to the paying- 
teller. He became cashier in 1855, and 
for many years previous to 1878, owing 
to the failing strength of Mr. Jones, he 
was the actual head of the bank. Hence, 
the greatest prosperity of the institution 
may be credited to his administration. 
Mr. W. J. Quinlan Jr., the cashier, has 
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served the bank since 1861. The di- 
rectors are George G. Williams, Presi- 
dent; James A. Roosevelt, Vice-presi- 
dent; Frederic W. Stevens, Robert 
Goelet and W. J. Quinlan, Jr., Cashier, 

One important historical fact respecting 
the Chemical Bank of which its officers 
are very proud, is that notwithstanding 
the various dark financial periods in the 
country’s history through which the in- 
stitution has passed, it has never, during 
the whole period of its existence, sus- 
pended specie payments. In this respect 
it stands alone. Even the Bank of Eng- 
land cannot say as much. In 1857 and 
again in 1861, every bank in this coun- 
try suspended, save only the Chemical. 
Because it did not, the banks of the 
clearing- house declined to exchange with 
it, forcing the institution to send to the 
counters of each of the city banks the 
checks received on deposit the previous 
day. For all this trouble and inconve- 
nience, the Chemical has the high honor 
of being the only bank in the country, 
that was in existence in 1860, that has 
never suspended specie payment. 

To return to figures. We have noted 
the marvelous increase in the bank’s rate 
of dividend, while at the same time 
piling up an enormous surplus from le- 
gitimate earnings. Let us look on the 
liability side of the picture, and trace 
the measure of confidence reposed in the 
bank, and its popularity with customers, 
as evidenced by its record of deposits, 
And here, also, will be observed the 
wonderful growth in amount. 

In 1844, when the Chemical Bank was 
organized, the gross deposits were $600, - 
000. In 1857, they had increased to 
$1,156,000; in 1861, to $3,241,000; and 
in 1872, to $6,002,000. In 1878, when 
Mr. Williams became president, the 
gross deposits increased to $13,000,000; 
in 1884 to $16,204,000; in 1885 to $23,- 
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280,000; and in 1892 to the enormous sum 
of $29,455,000. 

In a statistical table lately prepared 
of the gross profits of various banks, it 
was shown that during the last year the 
earnings of the Chemical Bank were 
larger than those of any other bank in 
the city of New York, or the country. 
The net amount of the Chemical’s earn- 
ings for the year was $828,000 or 276 
per cent. on the capital, leaving, after 
payment of dividends of 150 per cent.,an 
addition of 126 per cent. to profit and loss, 

The Chemical Bank now has undivided 
profits of $1,000,000, in addition to its 
nominal capital of $300,000 and a sur- 
plus of $6,000,000, It keeps about $8,- 
000,000 in specie and legal-tender notes 
and does not exercise its privileges as a 
bank of issue. It has the best line of de- 
posits in New York city and therefore in 
the country, most of those having ac- 
counts with it being wealthy firms, cor- 


porations and individuals. Hence it is 


impossible to conceive of its being over- 
thrown, 

The par value of its stock is $100 per 
share; the market value over forty times 


asmuch. Dividends on this stock, as 
has been seen, are now paid at the rate 
of 150 per cent. per year on the face 
value, or between three and four per 
cent, on the market value of the stock, 
and its undivided profits are annually 
increased by 100 per cent. more. 
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The building occupied by the bank on 
Broadway, near the corner of Chamber 
street, was built for it in 1850, and what 
is now an unpretentious structure, was, 
when built, quite an imposing edifice. 
Previous to 1850, its headquarters were 
on Broadway, near Ann street. 

Viewing the present pre-eminent po- 
sition of the Chemical Bank and its well- 
merited prestige, one cannot but conclude 
that the highest financial wisdom has 
been the guiding star in its destiny. 
The public has always cherished the be- 
lief that only sound banking principles 
govern the management of the institu- 
tion and that no inducement of friend- 
ship or temptation of personal profit 
would induce its officers to deviate from 
these principles. The extent of public 
faith is evidenced by the fact that the 
stock of the Chemical Bank is so coveted 
that whenever any of its shares are 
offered for sale, they command prices 
vastly disproportionate to their dividend 
paying power. Confidence is the corner 
stone of banking, and the Chemical 
possesses, in the highest degree, the 
confidence of the banking and commer- 
cial public, Certainly such a record as 
the history of this bank affords, must 
justly be a source of gratification and 
pride to its present officers, whose con- 
servative management and shrewd busi- 
ness judgment have contributed so 
largely to so successful a result. 
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CURRENT LEGAL DECISIONS. 


oats department embraces all the newly decided cases of importance to bankers, bank counsel and bank di- 


rectors. 


The experiences theydisclose are likewise worthy the careful attention and study of the — 
S| 


the depositor, and the bank student seeking advancement. Furtherinformation regarding any case pu 


herein, will be furnished on application, 


PAYMENT OF CHECK GIVEN FOR ILLEGAL PURPOSE. 
Supreme Court of California. September 15, 1892. 


McCorp v. CALIFORNIA NATIONAL BANK oF SAN DIEGO. 


A bank cannot refuse to pay a check, though it 
knows that the check was drawn in payment of a bet 
made in violation of law, on the result of an election; 
and the fact thatthe check was so paid is not ground 
on which the drawer can recover the amount from the 
bank. 

Commissioners’ decision. Department 
1. Appeal from superior court, San 
Diego county; G. PuTeRBAUGH, Judge. 

Action by T. J. McCord against the 
California National Bank of San Diego 
to recover the amount of one of plaint- 
iff’s checks, alleged to have been illegally 
paid by the bank. From a judgment 
for defendant, and an order refusing a 
new trial, plaintiff appeals. Affirmed. 

William Darby, (Hunsaker, Britt & 
Goodrich, of counsel,) for appellant. 
Conklin & Hughes, H. E. Doolittle, and 
M. T. Allen, for respondent. 


TempLe, C. This is an appeal from 
the judgment, and from an order refus- 
ing a newtrial. The action is by a bank 
depositor, and the question is whether 
the bank rightfully paid a certain check 
for $1,000. The case was tried without 
a jury. At the trial there was a material 
and substantial conflict between the tes- 
timony of the bank teller and the testi- 
mony of the plaintiff, who was corrob- 
orated by another witness. The find- 
imgs support the testimony of the teller, 


whose statement, therefore, we are forced 
to adopt. On the 4th of November, 
1890, the plaintiff made a bet upon the 
result of an election. What the election 
was does not appear, but it seems to be 
conceded that the wager was forbidden 
by our Codes. The wager was at night, 
and a check for $1,000 upon defendant 
was drawn in favor of J. A. McRae—the 
other party to the wager,—and placed 
in the hands of one Hickman, as stake- 
holder, The next morning one Fred- 
erick, who was authorized by plaintiff 
to notify the bank not to pay the check, 
met the paying teller in the street, and 
told him about the bet and the drawing 
of the check, and advised him not to 
pay the check, saying that he had no 
interest in the matter except as the friend 
of McCord, and would not like to see 
the boy lose his money. The teller tes- 
tified that ‘‘he did not at any time de- 
mand that I should not pay the check, 
and conveyed the impression to me that 
he was acting on his own responsibility.” 
That same day Hickman presented the 
check for payment, but the teller refused 
to pay it. Later in the day, Hickman 
and McRae called together for the same 
purpose, but payment was again re- 
fused. The refusal was because of what 
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Frederick had said, and to give plaintiff 
a chance to stop the payment. On the 
morning of the sixth, Hickman again 
presented the check, and asked that it 
be certified. Not having heard from 
plaintiff, and thinking he had declined 
to pay as long as he would be justified 
in doing, the teller consented. Of course 
the bank then became the principai 
debtor, and the check was then virtually 
paid. The teller at the time drew a 
memorandum check against plaintiff's 
account, as his custom wasin such cases. 
On the twelfth the check was paid, and 
the amount carried to the account of 
Hickman, and on the same day, after 
such payment, plaintiff drew his check 
for the amount, and presented it in per- 
son, Payment was refused on the ground 
that plaintiff had no balance to his credit 
at the bank. 

If the facts had been found according 
to the contention of plaintiff, and as tes- 
tified to by his witnesses, he would have 
had a good case. That theory was that 
he had countermanded the payment of 
the check. But, as the court found for 
the defendant on that issue, the ques- 
tion is simply whether the fact that the 
defendant knew that the money was to 
be used for an illegal purpose will enable 
the plaintiff to recover. A case can be 
imagined in which to pay acheck might 
be to aid and abet a crime, but, even 
then, it is difficult to see how a guilty 
principal can sue the depository for 
obeying his orders. But, independently 
of that consideration, it would not do 
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to permit a banker to decline payment 
on the ground that bad use is to be 
made of the money. His undertaking 
is to honor his customer’s orders so 
long as he has sufficient funds in his 
hands; subject to certain limitations for 
the protection of the banker against 
spurious orders, the funds are intended 
and understood to be as much under the 
control of the depositor as though they 
were in his own safe. Morse, Banks, § 
311, lays down the law upon this subject 
as follows: ‘‘The banker cannot excuse 
his disobedience of his customer’s orders, 
in the due course of business, by setting 
up that he knew or had reason to believe 
that the customer's orders were given in 
promotion of an unlawful purpose.” The 
banker in paying a check is not, as ap- 
pellant seems to contend, in the position 
of one who purchases negotiable paper. 
He is a custodian of funds, and payment 
of a check of his customer, is pay- 
ment to his customer; who is in no 
position to complain. And _ besides, 
public policy would not permit a banker 
to shirk his duty under such defenses. 
So obvious is this that the books contain 
no cases where the deposit is of trust 
funds or by an agent. Under these 
views, it is obvious that the alleged er- 
rors of law were not errors or were 
harmless. I advise that the judgment 
and order be affirmed. 

We concur: BeELcuer, C.; Haynes, C. 

Per Curiam. For the reasons given 
in the foregoing opinion the judgment 
and order appealed from are affirmed. 
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INDIVIDUAL LIABILITY OF PRESIDENT AND TREASURER SIGNING 
FOR CORPORATION. 


The two cases reported below afford instructive reading for practical bankers. They involve the 
individual responsibility of corporate officers upon commercial paper, signed in such manner as to 
admit of controversy whether the corporation or the individual signers are liable upon the obliga- 
tion. To the student, also, they give an insight as to how banking facilities are extended in aid of 
commerce; in this instance, by the discount of time notes given for goods sold, whereby the seller 
is enabled to sell on time, and the buyer to realize from the consumer before he pays for the proper- 
ty received. The property in the present case was ice, which had been gathered from northern ponds 
and shipped, in the summer of 1890, from Portland, Me., to Brooklyn, N. Y., for consumption. 
For this ice, three months notes were executed by the president and treasurer of the Ridgewood 
Ice Company, of Brooklyn, payable to the Clark & Chaplin Ice Company, of Portland, Me. The 
money on these notes was obtained by discounting them with the Casco National Bank of Portland, 
and the Merchants’ National Bank, of Gardner, Me., shortly after receipt. The notes not being 
paid at maturity, had to be sued. The principal legal controversy in both the cases was as to the 
individual liability of the president and treasurer. When apparent corporate obligations, or ob- 
ligations bearing the signatures of corporate officers, are discounted by the banker, knowledge 
whether the liability incurred is individual or corporate is very necessary. In some instances, he 
may know the corporation to be financially responsible, while the officers are not; in other situa- 
tions the officers, individually, may be regarded as having greater pecuniary responsibility than 
the company. However this may be, the banker, before he makes a discount should know, be- 
yond peradventure, whether from the form of instrument and character of signature, the corpora- 
tion, or the individual signers, or both are liable upon the offered paper. This to enable him to 
correctly judge of the sufficiency of the security. 

In the present case, the suits were against the president and treasurer to hold them individually 
liable upon the notes above mentioned. Had the Clark & Chaplin Ice Company brought the suits, 
as owner, they could not have recovered against the officers personally, for they were aware of the 
fact that the notes were made for the Ridgewood company, by its officers, for ice furnished it under 
contract. The banks who discounted them, however, occupied the position of BONA FIDE purchasers 
for value, before maturity, without other notice than was conveyed by the notes themselves. As 
to them, the liability, or not, of the individual officers was as shown by the face of the paper. 

The decision, in each case, is that the officers are individually liable to the plaintiff banks. The 
notes were signed ‘‘E. H. Close, Treas.; John Clark, Pres’t.,” although on the left margin of the 
note was printed the words ‘‘Ridgewood Ice Company.” These notes are held, upon their face, to 
be individual, and not corporate, notes. 

Further questions considered and decided in these cases, arose out of the attempt of the defend- 
ants to dethrone the banks from their vantage ground as ‘‘ BONA FIDE holders without notice,” by 
showing, as to one of the banks, that one of its directors was also a director in the payee company, 
(who knew the character of the notes), and as to the other, that its president acquired knowledge 
as a private person(not in his official capacity,) that the notes were of the Ridgewood Ice Company, 
in pursuance of its contract for ice. Neither of these circumstances are held sufficient to charge the 
banks with notice that the discounted obligations were those of the corporation, and not of the indi- 
vidual signers. 


Supreme Court, General Term, Second Department, May 9, 1892. 


MercHAntTS’ Nat. BANK OF GARDNER v. CLARK ¢é al. 


1. A note was executed in the following form: 
“Three months after date, we promise to pay to the 
order of C, & C. Ice Co. $5,000 at M. Bank. Value re- 
ceived. [Signed] E. H. CLOSE, Treas. JOHN CLARK, 
Pres’t.” The words “Ridgewood Ice Company,” 
were printed across the end of the note. He/d, that 
the note was the personal and individual obligation 
of the makers. 

2. In an action on such note by the holder, the M. 
Bank, the court properly excluded evidence of a con- 
versation with the president of that bank, in which he 


admitted that the bank knew at the time it discounted 
the note that it was the obligation of the company, 
and not of the president and treasurer; it not appear- 
ing that knowledge of such notice was acquired by 
him in his official capacity. 


Appeal from circuit court, 
county. 
Action by the Merchant’s National 


Bank of Gardner against John Clark and 


Kings 
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Edwin H, Close. From a judgment for 
plaintiff, defendants appeal. Affirmed. 


Argued before Barnarp, P. J., and 
DykmaNn and Pratt, JJ. 

Henry Daily, Jr., (Geo. G. Reynolds, 
of counsel) for appellant. 
Merrill, for respondent. 


Edward B. 


Dyxman, J. This is an action upon 
two promissory notes, in the following 


form: 
“* $5,000. BROOKLYN, N. Y., Sept. 1. 1890. 
“Three months after date, we prom- 
“Ridgewood ise to pay to the order of Clark and 
Chaplin Ice Co. five thousand dollars, 
at Mechanics’ Bank. Value received. 
E. H. CLose, Treas. 
JoHN CLARK, Pres’t.”’ 


Ice Co. 


The other note is precisely like this. 
Clark was the president of the Ridge- 
wood Ice Company, and Close was its 
treasurer, and they were clothed with 
power to issue commercial paper for the 
corporation; and these notes seem to 
have been made in the usual course of 
business. They were forwarded to the 
payee, and by it indorsed over to the 
plaintiff. The cause was tried at the 
circuit, where a verdict was directed for 
the full amount of both notes; and the 
defendants, Clark and Close, have ap- 
pealed from the judgment entered upon 
that verdict, The action is defended by 
them upon the theory that the notes are 
the obligations of the company of which 
they were the officers, and not their in- 
dividual paper; and we are to ascertain 
whether their defense is meritorious. 

Whether the contract evinced by the 
notes is obligatory upon the defendants 
personally, or upon the company whose 
officers they are, depends upon the in- 
terpretation to be placed upon the in- 
struments. If, as we must assume, 
these appellants intended to execute 
valid instruments, which would be obli- 
gatory upon the maker, it was very 
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necessary for them, if they desired to 
avoid personal liability, to use plain 
words to denote such purpose. Prelim- 
inarily, it may be remarked that a liberal 
construction is ordinarily adopted in the 
interpretation of commercial instru- 
ments, and if from such an exposition, 
it can be reasonably concluded that the 
intention was to bind the principal, and 
not the agent, the courts will adopt that 
construction. Story, Prom. Notes, § 69. 
Let us now see what intention is ex- 
pressed by these instruments. In the 
first place, the name of the Ridgewood 
Ice Company is not contained in the 
body of the notes, and the name of the 
company, printed in the margin, is no 
part of the notes. Neither did the ap- 
pellants undertake to sign for this com- 
pany, or to bind it in any way. They 
say in the notes, ‘‘ we promise to pay,” 
and sign their individual names, with 
the addition of their official designation. 
Thus there is the entire absence of any 
language indicative of an intention to 
charge their company, or exempt them- 
selves from personal liability. If an 
agent desires and intends to bind a prin- 
cipal, he must contract in his name, and 
that is the cardinal rule which must 
control this appeal; for there is nothing 
in the body of these notes, or in the 
manner in which they are executed, in- 
dicative of an intention to exempt them- 
selves from liability. The security of 
the holder of commercial paper must 
always appear upon the face of the bill. 
Makers and indorsers, acceptors and 
drawers, are liable in the order of their 
names; but they are responsible only 
because they have executed the instru- 
ment. Any other rule would launch the 
commercial world upon a sea of uncer- 
tainty. We do not intend to say that 
negotiable paper must be signed by a 
party personally. It may be executed 
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by an agent or an officer, but the name 
of the principal must appear in the 
paper; and the mere addition of the 
official title of the agent or officer is only 
a personal description, and is insufficient 
in itself to constitute an exemption from 
personal responsibility. The foregoing 
observations are sustained by the follow- 
ing authorities: oss v. Livingston, 4 N. 
Y. 208; De Witt v. Walton, 9 N. Y. 571; 
Stone v. Wood, 7 Cow, 453; Pentz v. 
Stanton, 10 Wend. 271; Taft v. Brewster, 
g Johns. 334. If there are decisions 
which seem to form an exception to the 
general rule, they will be found in cases 
where the name of the principal appear- 
ed upon the instrument; and the court, 
in pursuance of the intimations we have 
nuticed above, has adopted a liberal 
construction to deduce an intention to 
bind the principal and not the agent. 
There remains, however, another ques- 
tion for examination. 

In the answer of these appellants, they 
say their company was incorporated, and 
had a contract with the Clark & Chaplin 
Ice Company for ice, and that three 
notes were made by them, in the usual 
course of business, for the benefit of the 
company, in payment for the ice fur- 
nished under such contract, and that 
the plaintiff had knowledge of such 
facts, and the proof of those allegations 
in the answer would constitute a valid 
defense to this action. Bank of Genesee 
v. Patchin Bank, 19 N. Y. 312. The 
payee in these notes could not recover 
upon them against these defendants, 
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because it was in full possession of all 
the facts, and had notice that they were 
made for the company, in payment for 
its liability, by its officers, with ample 
authority, in the usual course of its 
business. The plaintiff, nowever, claims 
to recover as an innocent holder for val- 
ue, without notice; and it was compe- 
tent for the defendants to disprove their 
innocence by proof of notice, and they 
made an effort in that direction upon the 
trial by asking this question of the de- 
fendant, when he was under examination 
as a witness: ‘‘ Before the commence- 
ment of this suit, had you conversation 
with Mr. Dennis, the president of the 
plaintiff, with regard to these notes, in 
which he told you that, at the time the 
bank received these notes, they knew 
that they were notes of the Ridgewood 
Ice Company, and given upon this con- 
tract? (Defendants’ Exhibit 3 objected 
to.) Zhe court, It is sustained on the 
ground that the declarations of the presi- 
dent are not competent evidence against 
the bank. (Defendants except.)” This 
question called for nothing but knowl- 
edge acquired by the president as a pri- 
vate person, and that was insufficient to 
charge the bank with notice. Where 
notice or information is received by an 
officer of a bank in his official capacity, 
the bank is presumed to have it; other- 
wise, it is received as a private individ- 
ual. Bank v. Savery, 18 Hun, 38, affirm- 
ed 82 N. Y. 291. The exception, there- 
fore, presents no error. The judgment 
should be affirmed, with costs. All concur. 
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SAME SUBJECT. 
Supreme Court, General Term, Second Department, New York, May 9, 1892. 


Casco NATIONAL BANK oF PoRTLAND v. CLARK eé¢ ai. 


1. The fact that a director in a bank discounting a 
note is also a director in a corporation, payee of the 
note, is not sufficient to charge the discounting bank 
with notice of equities between the maker and payee. 

z. A note was executed in the following form: 
“Three months after date, we promise to pay to the 
order of C. & C. Ice Co. $7,500, at M. Bank; value re- 
ceived. [Signed] E. H. CLOSE, Treas. JOHN CLARK, 
Pres’t.". The words “Ridgewood Ice Company” 
were printed across the end of the note. //e/d, that 
the note was the personal and individual obligation 
of the makers. 


Appeal from special term, Westchester 
county. 

Action by the Casco National Bank of 
Portland against John Clark and others. 
From a judgment for plaintiff, John 
Clark and Edwin H. Close appeal. Af- 
firmed. 

Argued before Barnarp, P. J., and 
Pratt, J. 

BARNARD, P. J. On the 22d of March, 
1890, the Clark & Chaplin Ice Company 
of Portland, Me., agreed to sell to the 
Ridgewood Ice Company, of Brooklyn, 
N. Y., 10,000 tons of ice at $4 per ton. 
On the 2d of August, 1890, there was 
sent to the Clark & Chaplin Ice Com- 
pany, for ice delivered upon this con- 
tract, a note, of which the following isa 
copy: 


$7,500. 
BROOKLYN, N. Y., Aug. 2d, 1890. 
“Three months after date, we promise to pay to 
3 the order of Clark & Chaplin Ice Company seventy- 
~ five hundred dollars, at Mechanics’ Bank ; value 


E. H. CLOSE, Treas. 
JoHN CLARK, Pres’t.” 


The Clark & Chaplin Company ob- 
tained the money on the note of the 
plaintiff a few days after it was received, 
and before its maturity, and without 
other information than is contained in 


the note and what is to be inferred from 
the fact that one Winslow was a director 
in the Clark & Chaplin Company, and 
also in the plaintiff's bank, where the 
note was discounted. The question is 
whether John Clark and E. H. Close, 
who signed the note, are personally and 
individually liable upon the note. The 
plaintiff is a dona fide holder without 
notice of the facts in respect to the con- 
tract under which the note was made. 
The fact that Winslow was a director in 
the payee company and in the bank is 
not sufficient to charge the bank with 
notice, unless Winslow was the agent 
for the bank in the transaction of the 
business. Maya, etc., v. Tenth Nat. 
Bank, 111 N. Y., 446, 18 N. E. Rep. 
618; Bank v. Savery 81 N. Y. 291: Hol- 
denv. Bank, 72 N. Y. 290. The Ridge- 
wood Ice Company is not liable upon 
the note. The note does not purport to 
bind the company. If the addition of 
the official character of the signers had 
not been added, the words ‘‘Ridgewood 
Ice Company,” printed on the side of 
the note, would not bind that company. 
The makers expressly promise to pay 
the note jointly, and if they are not lia- 
ble upon the note, there is no maker 
who is liable. De Witt v. Walton, 9 N. 


Y. 571. The note must show on its face 
that it was signed for the principal, and 
in some way in his name. When an 
agent fails to designate a principal, he 
will be personally liable. Pentz v. Stan- 
ton, 10 Wend. 271. It follows that the 
judgment should be affirmed, with costs. 

Henry Daily, Jr., for appellants. £d- 
ward B. Merrill, for respondent. 
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A QUESTION OF RECOURSE UPON SELLER OF INVALID BOND. 


Supreme Court of California, September 7, 1892. 


Harvey v. DALE. 


Nore.—Read in connection with this case, the article, ‘‘ Risks and Responsibilities in the Pur- 
chase and Sale of Invalid Securities.” 


In an action on a note given for the purchase of a 
bond, the invalidity of such bond, on account of non- 
compliance with statutory requirements in its issue, 
does not constitute a failure of consideration. 


In bank. Appeal from superior court, 
Alameda county; W. E. Greene, Judge. 

Action by Harvey against Dale ona 
promissory note. From a judgment in 
favor of plaintiff, defendant appeals. 
Affirmed. 

W. T. Baggett, for appellant. 
A, Waymire, for respondent, 


James 


Harrison, J. Action on a promissory 
note, to which the defendant pleaded a 
failure of consideration. Plaintiff re- 
covered judgment, and the defendant 
has appealed. The cause was tried upon 
an agreed statement of facts, from which 
it appears that the note sued on was 
given for the purchase, by the defend- 
ant from the plaintiff, of one of a series 
of 5,000 $1,000 bonds that had been 
issued by the Blue Lakes Water Com- 
pany, a corporation duly organized and 
doing business under the laws of this 
state. The agreed statement also con- 
tains the various steps taken by the cor- 
poration in the matter of its issuance of 
the bonds; and it is contended on the 
part of the appellant that, by reason of 
the failure to take certain other steps 
which he claims are required by the 
statute, the bonds are invalid, and 
therefore the consideration for his note 
has failed. The sufficiency of the acts 
done by the corporation in the issuance 
of the bonds is the only question pre- 
sented in the points of the respective 
counsel, and upon this question we have 
been referred merely to section 359 of 


the Civil Code, designating the steps to 
be taken by a corporation for the issu- 
ance of its bonds, and are asked to de- 
termine whether the compliance with 
the steps designated by that section 
was sufficient to render the bonds valid. 
But as this question is noi involved in 
determining the correctness of the judg- 
ment appealed from, it would not be 
proper to enter into its discussion, espe- 
cially as the corporation and other bond- 
holders who are directly interested in 
the question are not beforethecourt. In 
Sutro v. Rhodes,g2 Cal. 117; 28 Pac. Rep. 
98, it was held that where one had sold 
certain county bonds that were invalid by 
reasonof their having beenissued without 
authority, such invalidity did not con- 
stitute a failure of consideration, and 
that the purchaser could not maintain 
an action tu recover from his vendor the 
money which he had paid for the bonds, 
referring in support thereof to section 
1774 of the Civil Code, and O#s v. 
Cullum, 92 U. S. 447. Upon the princi- 
ples of that case, we must hold that the 
defendant therein cannot resist the pay- 
ment of the note sued upon. He got 
from the plaintiff exactly what he in- 
tended to buy and did buy, viz., one of 
the bonds of the corporation. He had 
the same opportunity as the plaintiff to 
ascertain the steps that had been taken 
by the corporation in the issuance of the 
bonds, and, whether he made such ex- 
amination or not, he bought subject to 
the rule of caveat emptor, and assumed 
all the risk of its invalidity when he ac- 
cepted the bond in exchange for his 
promissory note. 
The judgment is affirmed. 


We concur: Beatty, C, J.; McFar- 
LAND, J.; DEHAvEN, J.; SHARPSTEIN, J. 
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ABSTRACTS AND NOTES OF CASES. 


Surety’s Subsequent Signature to Borrower’s Note. 


(Winders v. Sperry, Supreme Court of California, September 13, 1892.) 


In banking practice, where accommodation 
loans are requested by needy borrowers upon 
their own personal paper, with the added name 
of some responsible surety, it occasionally hap- 
pens that a note is presented signed by the 
borrower alone, with the statement: ‘‘Mr. S. 
has consented to sign for me as surety; but he 
is out of town and will not return for several 
days. I need the money immediately. When 
Mr. S. returns, he will sign.” And occasionally 
the banker will advance the money on sucha 
statement, and subsequently Mr. S., in pursu- 
ance of his promise, steps in and adds his name 
to the note. 

Coming tothe enforcement of notes so signed, 
cases have arisen where the surety has sought 
to escape liability on the ground that his subse- 
quent signature was without consideration, and 
it becomes an important question for the banker 
whether, in such circumstances, the surety’s 
signature is binding on him. 

The present case discloses such a situation, 
except thatat the time the borrower gave the 
note and obtained the money, the person whom 
he said had promised to sign with him as joint 
maker, had not so promised, and knew nothing 
of the loan at the time; bu) subsequently when 
the lender sent him the note, he agreed to, and 
did sign it, four days after the borrower’s sig- 
nature. The court holds that the execution 
and delivery of the note by the borrower was 
incomplete, until the other had signed, and 
that the subsequent signature of the other 
maker bound him without a new consideration. 
The court says: 

‘*It is true, in general, that one who adds his 
signature to a promissory note after its execu- 
tion and delivery is not bound unless there isa 
new consideration. But this is not that case. 
The execution and delivery were not complete 
until it was signed by appellant. But if we are 
bound to conclude that it had been executed 
and delivered as to one of the makers, there 


was a consideration for the subsequent signa- 
ture of the appellant. As the contract was that 
he should sign the note, and the note was ac- 
cepted only upon that understanding, the payee 
could have canceled it or tendered it back if 
appellant had refused to sign, and maintained a 
suit at once for his money. The note was pay- 
able one year after date, and the credit was 
given on the promise, and in consideration, of 
appellant’s signature. Had he not signed the 
note, this consideration would have failed. But, 
while the general rule as to a signature obtained 
after the execution and delivery of the note is 
as above stated, it has been held where the bor- 
rower promises at the time of the loan, and the 
execution and delivery of a note, signed by 
himself alone, that ne will procure another sig- 
nature, that the person so signing afterwards is 
bound; and that the subsequent signature is not 
without consideration. McNaught v. Mc- 
Claughry, 42 N. Y. 22; Harrington v. Brown, 
77 N. Y. 72. The exigencies of this case do not 
require us to go so far as that.” 


Mode of Ascertaining Equivalent in 
U. S. Currency for British Currency. 


Murphy v. Castner, Court of Chancery of New Jersey, 
July 9g, 1892. 


Where it becomes necessary in executing a 
contract made in the United States to ascertain 
the equivalent in United States currency of a 
sum of money expressed in British currency, the 
true and only mode, where none is expressed in 
the contract, is to count the pound sterling as 
equivalent to $4.86.65, as fixed by section 3565 
of the Revised Statutes. The so-called ‘‘current 
rate of exchange” between New York and Lon- 
don does not govern. 

Defendant authorized the complainant to sell 
his brewery to an English corporation for a con- 
sideration named, to be paid part in cash and 
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part in debentures, and to give complainant for 
his services all the purchase price over $720,000 
and to take his (seller's) portion, part in cash 
and part in debentures. In pursuance of com- 
plainant’s efforts the contract was made, in 
complainant's absence, between the agent of the 
English corporation and the defendant for the 
sale of the property for $790,000, which was 
carried out, and the consideration paid to de- 
fendant, part in cash and part in sterling de- 
bentures, payable fifty years from date in Lon- 
don. The contract between the defendant and 
the English agent provided that the sterling 
bonds should be counted at $4,884 to the 
pound sterling instead of the actual equiva- 
lent of $4.86.65, and they were so counted in 
order to make up the sum of $790,000. Defend- 
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ant consented to this through ignorance. After- 
wards defendant made up a statement to com- 
plainant’s agents, showing the amount received 
by him, in which statement he counted the de- 
bentures at $4.84 to the pound, that being the 
rate of exchange of the day, and the statement 
so made up showed that defendant had received 
less than $790,000 by about £800, and he paid 
the agent partly in cash and partly in deben- 
tures a Sum less by £800 than would amount to 
$790,000, for which the agent gave a receipt in 
full. HeLb, this was a clear mistake, and that 
in the settlement between complainant and de- 
fendant the latter must be charged with the 
bonds at $4.88, and must deliver to the com- 
plainant additional bonds sufficient to make up 
the difference. 


Bank’s Liability to Real Owner of Checks received on Deposit from a Swindler. 


Schmidt v. Garfield National Bank, N. Y. Supreme Court, General Term, First Dep't. May «3, 1892. 


The record and decision in this case illustrate 
the risk taken and occasional losses which banks 
incur in receiving on deposit and collecting the 
deposit items of unscrupulous customers who, 
whenever opportunity presents itself, use their 
bank account as a weapon for their own enrich- 
ment, and the injury of the bank. The book- 
keeper of a New York manufacturer kept a 
private bank account and during his employer's 
absence on a business trip, he received the 
checks payable to his employer, and in- 
stead of indorsing them, as was customary, 
with a deposit stamp and depositing them to his 
employer’s credit in the latter’s bank, he wrote 
his employer's indorsement as payee, then his 
own, deposited the various items in his private 
bank, who collected them, and checked out the 
proceeds. Had the swindler attempted personal 
collection, the attempt doubtless, would have 
resulted in failure; but deposit and collection 
through an established bank is a very easy 
matter, hence his success. The case calls to 
mind the recent Bedell and Stout forgery cases, 
where swindling depositors, in a similar man- 
ner, ran through their banks forged or spurious 
checks, and left the bankers to refund the money 


received, with no hope of reimbursement. The 
recurrence of such cases doubtless has the effect 
of stimulating bankers to even greater vigil- 
ance, if such be possible, respecting the standing 
of depositors and the character of their business 
dealings, in all cases where any possible doubt 
or distrust is felt. 

But we will leave moralizing and turn te 
reporting. The employer of the swindler in the 
present case, Schmidt, naturally brought suit 
against the bank who had collected the checks 
deposited by his former bookkeeper, alleging 
their conversion, That bank denied its liability, 
The tollowing are the facts, as detailed ia the 
record: 

‘* The plaintiff carried on a business in the 
city of New York for a long period as a manu- 
facturer of upholstery and drapery trimming. 
He traveled upon his own business, and was 
absent from the city in 1889, from June 8th 
until July 8th, and in 18go from April 25th until 
June 3d. When he was at home he took person- 
al charge of the affairs of the office, receiving all 
letters, including those containing checks. His 
letters were brought upstairs to his office, from 
the letter-box downstairs, by one of the clerks. 
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He opened the letters, took out the checks, 
entered them in a check book, and stamped 
them ‘ For deposit in the Chemical Nationai 
Bank to the credit of * and placed his sig- 
nature under the stamping. He then caused 
the checks to be deposited in the Chemical 
National Bank. During the plaintiff's absence, 
on the occasions above mentioned and others, 
checks were received at the plaintiff's place of 
business drawn to his order. The checks and 
drafts in suit were received during the period 
above mentioned in the years 1889 and 18go, 
while the plaintiff was absent from the city or 
from his office; and all such checks and drafts 
were endorsed as follows: ‘C. A. ScHMIpDrT, 
Geo. LINGARD.’ Such endorsements were made 
by one George Lingard, who was a bookkeeper 
employed by the plaintiff, and who deposited all 
of said checks in the defendant bank. The de- 
fendant bank thereupon collected all such checks, 
and placed the proceeds to the credit of said 
Lingard, who subsequently drew out the same 
and appropriated them to his own use.” 

Briefly stating the points involved: The de- 
fendant contended that the above-recited facts, 
which were not in dispute, taken in connection 
with certain testimony taken upon the trial, 
showed that Lingard had authority to endorse 
the checks and drafts in suit, and, consequently, 
that Lingard’s culpability did not lie in the fact 
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that he endorsed the checks and drafts, but that 
he misappropriated the proceeds thereof; that 
his endorsement was not a forgery; and, there- 
fore, that the defendant was not liable to the 
plaintiff, because Lingard, having endorsed the 
checks and drafts, subsequentiy misappropriated 
the proceeds. 

The court,after reviewing the testimony,stated 
that while Lingard might have had authority to 
use the deposit stamp and sign his employer's 
name in connection with its use, and then cause 
the checks to be deposited in the employer's 
account, his action in endorsing the plaintiff's 
name without the stamp and depositing the 
items in his own bank was absolutely without 
authority. 

A second ground of contention by the defend- 
ant bank was that Lingard was the authorized 
recipient of the checks and their proceeds, This 
is also denied by the court, 

A further ground of defense was that Schmidt, 
the employer, was estopped by his conduct, 
from recovering because, first, the alleged re- 
striction upon the authority conferred upon 
Lingard to endorse the checks was not within 


the defendant bank’s knowledge, and did not 
appear upon the checks themselves; second, the 
plaintiff was negligent. Both these propositions 
are extensively discussed, and decided adversely 
to the defendant bank, who is declared liable to 
the employer, Schmidt, 
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THE STATE LAWS GOVERNING BANK CURRENCY. 


PAST AND PRESENT. 


N view of the drift of public attention towards the problem of a future bank currency,to supplement 

or possibly supersede national bank notes; the presentation of plans for such a currency suited to 
the varied needs and requirements of the people of the United States; and the agitation to repeal the 
existing 10 per cent prohibitory tax upon state circulation, it will be useful and interesting to examine 
into the existing machinery for state issues and the general conditions now surrounding them in 
the various states, as well as to briefly trace the history of state bank currency leading up to 
present conditions, as disclosed by legislative records. This knowledge is unquestionably a most 
necessary factor in any consideration of the feasibility and advisability of returning to a system 
of state bank currency, 


At common law, the right to issue circulating notes was free to all. In this country, the note 
issuing function has generally been made the subject of constitutional regulation, It is not pro 
posed to discuss the question whether congress has power to totally prohibit to the state, and its 
corporations and individuals, or to regulate, the note issuing function, or the authority of congress 
to impose the ten per cent. tax on state circulation, which has been the only mode of prohibition 
or regulation, yet adopted. The purpose here is simply to set forth the history of and present 


currency conditions now existing in the various states, which would become important should the 
ten per cent tax be removed. 


CEORCIA. 


HERE is no existing constitutional 
regulation or restriction upon bank 
currency in Georgia. The subject is 
controlled by the legislature, who have 
prohibited all unauthorized circulation. 
In 1892, a general law for the incorpor- 
ation of banks was passed, not contain- 
ing currency powers, making its provis- 
ions applicable to all future incorporated 
banks. Banks now exist in Georgia, 
however, (we believe) who have power 
to issue currency under their organic 
law without any specially pledged securi- 
ty for their notes. A general law was 
passed in 1838 for the organization of 
banks who were empowered to issue 
bills secured by pledge of public stocks 
and bonds and mortgages. This was 
not chartered 
banks, however. During many subse- 
quent years, the legislature continued to 


exclusive of specially 


specially charter banks with currency 
powers, without any requirements for 
special pledge of security. Whether 
the law of 1838 can be regarded as still 
in force, and whether any banks now 
exist which have been incorporated un- 


der it, query. The existing legislative 
regulations over the currency of the 
banks are crystalized in the Code of 
1882, in the following provisions: 

$1472. The banks of this state shall 
not ° . ° 

4. Issue paper, or promises to pay, 
intended to be used as money, redeema- 
ble otherwise than with gold or silver 
coin, at the standard value thereof, or 
in lawful currency of the United States. 

5. Issue such payment or pay, or 
tender in payment any paper, payable 
at a greater length of time than three 
days from the date thereof. 

6. Issue, pay away, or circulate any 
bank bill, note, ticket, or paper of the 
nature or appearance of a bank note 
meant for circulation, of a denomina- 
tion less than five dollars, with the ex- 


ception that all solvent and specie pay- 
ing banks, or paying currency as afore- 
said, may issue small bills of the denom- 


inations, one, two, three and four dollars, 
to an amount not exceeding twenty per 
cent. of their capital stock, to be com- 
puted as part of their circulation. 
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7. Issue bills beyond the amount spe- 
cified in their charter, (on pain of for- 
feiture of charter.) 

§ 1480. The banks of this state shall— 

1. Pay specie for any of their bills, 
notes, drafts, or other obligations when 
due and demanded by the holder. 

2. Receive their own bills, notes, cer- 
tificates of deposit or other evidences of 
debt, in payment of debts due them. 

3. Receive their own bills at par, 
whether issued or made payable at the 
parent bank, or any of its branches, in 
settlement of debts or balances due 
either, and when notes or other obliga- 
tions are discounted by any bank, they 
continue payable in the bills of the bank 
where discounted. 

A glance at the course and progress 
of currency legislation in the state from 
earlier periods may he Both 
previous and subsequent to the gen- 
eral bank 1838, 
companies with power to issue notes, 


useful. 


act of banks) or 
were incorporated by special charter. 


We cite a few illustrative provisions 


1827, the Au- 


from early charters. In 
gusta Insurance and Banking Company 
was incorporated, with capital limited 
It was given power and 
authority to insure property and effects 
against losses by fire or water, and was 


to $500,000. 


also authorized 


“ To issue bills or notes of credit, payable to bearer 
on demand, signed by the president, and counter- 
signed or attested by the cashier, to the amount of the 
capital stock paid in; provided that no bills of credit 
shall be issued as aforesaid, unless vy consent of the 
owners of three-fifths of the stock of said company.” 


In the same year the Merchants’ and 
Planters’ Bank of Augusta was incorpor- 
ated, capital $300,000; the only limita- 
tation or restriction upon its note-issuing 
function being contained in the following 
clause: 

“The total amount of the debts which the said cor- 


poration shall at any time owe, whether by bond, 
vill, note or other contract, shall not exceed three 
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times the amount of their capital stock, over and 
above the amount of specie actually deposited in their 
vaults for safe-keeping.”’ 


In 1828, the Central Bank of Georgia 
was established at Milledgeville. This 
was a bank established on the funds of 
the state, being another illustration of 
what we have seen with reference to 
of the states previously men- 
tioned, a sovereign commonwealth em- 
The 
directors of this bank 
were authorized to ** for 
with such devices, as 


some 


barking in the banking business. 
president and 
issue notes 
such sums and 


they tmay deem most expedient and 
safe.” 

Among various interesting  provis- 
ions of the charter of this bank regu- 
lating the conduct of its business, (for- 
eign to the purpuse of this sketch to 
quote), the following is reproduced, as 
having an indirect bearing on the safety 
of the currency: 


“The directors of said bank shall lean as much 
money upon accommodation paper, as the interest 
and safety of said bank will permit; and they shall 
not require to be paid upon such accommodation loans, 
more than twenty per centum per annum of the prin- 
cipal thereof, unless the exigencies of the bank shall 
require it.” 

What visions of a perfect paradise for 
needy borrowers, this paragraph calls to 
mind! 

The foregoing quotations, without 
further extract, sufficiently illustrate the 
extent of currency powers granted, and 
the insufficiency of provision respecting 
safety in the early days of the state. 

The following report to the legislature 
of a proposition, disapproved by the 
governor, but agreed to by both senate 
and house by a two-thirds majority, in 
December 1827, over the governor's dis- 
approval, pictures the case of a bank, 
who at that early day, had evidently 
struck a snag in its attempt to keep 
its currency good: 


‘Report: That the legislature accede to said propos- 
ition, to wit, that said Bank of Darien, according to 
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its solemn pledge w:ll pay into the state treasury an- 
nually, commencing } a the :8t of January next, 
$150,000 in the bills of banks receivable at the treasury, 
one-half of said amount to be paid semi-annually, 
until the whole amount of Darien money now in the 
treasury be redeemed.”’ 


In 1832 an act was passed imposing 
a ten per cent. damage penalty for re- 
fusal to pay specie upon notes issued. 
In the same year the circulation of bank 
bills under $5 was prohibited and in 
1835, bank notes, both foreign and do- 
mestic, were restricted to the denomin- 
ations, five, ten, twenty, fifty and ‘‘hun- 
dreds of dollars or thousands of dol- 
lars.’ 

In 1838, the privilege of banking was 
thrown open to all the citizens of the 
state, in a general bank law to author- 
Under 


this act, bank notes were authorized to 


ize and regulate the business. 


be issued (to be engraved and printed 
by the comptroller) having as security 
a deposit with the comptroller and two 
commissioners of ‘‘any portion of the 
public debt now created, or hereafter to 
be created by the United States, or by 
this state, or by such other states of the 
United States as shall be approved by 
the said comptroller and commissioners, 
or a majority of them."” The bank, on 
making such deposit, to be entitled to 
receive an equal amount of circulating 
notes, registered and countersigned as 
provided, ‘‘but such public debt shall 
in all cases be, or be made to be, equal 
to a stock of this state producing five 
per cent. per annum; and it shall not be 
lawful for said comptroller and commis- 
sioners to take any stock at a rate above 
or below its par value.” 

A substituted security was permitted 
by this act, namely, pledge by the bank 
of bonds and mortgages upon unincum; 
bered real estate, bearing at least six 
per cent. interest, and upon property 
worth at least double the mortgages. 

This act has been omitted from the 
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later revisions of the law, but does not 
appear to have been expressly repealed. 

On December 18, 1840, an act was 
passed to compel the several banks of the 
state to redeem their liabilities in specie 
and providing for forfeiture of charter 
in case of refusal. 

In 1841 the directors of the Central 
Bank were authorized and required to 
issue $300,000 of notes of the denomin- 
ation of $1 and $2, for the redemption 
of the bills of that bank already in 
circulation of a higher denomination, 

A further act, passed the same year, 
provided that ‘‘it shall not be lawful for 
the Central Bank of Georgia, or the 
directors thereof, to make any further 
loans of its bills until it shall be able to 
sustain its circulation at par with the 
bills of specie-paying banks, and make a 
general distribution according to law; 
nor shall any insolvent note, or other 
insolvent evidence of debt due said bank 
be considered or used as banking capi- 
tal, upon which an issue may be made," 

These provisions show the situation 
of a depreciated currency, and the vari- 
ous measures adopted to keep the bank, 
as near as possible, up to the mark. 

In 1842, all specie-paying and solvent 
banks in the state were authorized to 
issue small bills of the denominations ot 
one, two, three and four dollars, to an 
amount not exceeding five per cent. of 
their capital stock. In 1852, the propor- 
tion was increased to twenty per cent. 

From 1818 onward, several acts had 
been passed designed to prohibit the 
issue of notes, by private individuals or 
unauthorized companies, to circulate as 
money. These previous acts were said 
to be conflicting and inconsistent and to 
clear up the law, the legislature in 1852, 
passed an act providing that ‘‘no per- 
son or body corporate shall make, issue, 
pay away or put in circulation any bill 
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or note, check or other device, calcu- 
lated or intended as a circulating me- 
dium” without authorization of law. 
The issue of notes to circulate as money 
was thus made a legislative franchise. 

In 1857, the suspension of specie pay- 
ments by all the banks was sanctioned 
by the legislature until November 1s, 
1858; and various later enactments con- 
tinued the sanction to January 1, 1865. 

In 1874, ‘‘lawful currency of the 
United States’’ was added as a medium 
of redemption to the previous require- 
ments that banks must redeem their 
notes in specie, and prohibiting the issue 
of all notes not so redeemable. 

In 1891, a general law was passed to 
provide the method of granting future 
bank charters, and defining the powers 
and liabilities of banks incorporated 
thereunder. This act does not confer 
currency powers, but confers quite ex- 
tensive powers upon banks of deposit 
and discount, and provides also for the 
incorporation of savings banks, All 
banks hereafter incorporated will be sub- 
ject to this act. 


IDAHO. 

The repeal of the ten per cent. tax 
would have no effect in Idaho. Banks 
incorporated under territorial laws are 
denied by congress the power of issuing 
circulation. The federal statute is quoted 
in the September 15 JOURNAL, under 
‘* Arizona.” 


ILLINOIS. 


The constitution of 1870 (now in force) 
leaves the matter of the establishment 
of banks and the granting to them of 
currency powers, to the legislature of 
the state, subject to the following re- 
strictions, contained in Article 9: 

§ 5. Provides that no state bank shall hereafter be 
created, nor the state own, or be liabie for, any stock 
in any banking corporation ; and no act of the general 


assembly authorizing or creating corporations or as- 
sociations with banking powers, whether of issue, de- 
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posit or discount, nor amendments thereto, shali have 
effect, unless submitted to vote at the next general 
election after its passage, and be approved by a ma- 
jority of all the votes cast for or against the law. 

$6. Provides for double liability of stockholders. 

§ 7. Prohibits the legislature from sanctioning any 
pee mene of specie payment; and requires the 
ma 


ing and publishing of quarterly statements by 
banks, 

§8 provides that if a general banking law shall be 
enacted, it shall provide for the registry and counter- 
signing, by an officer of state, of all bills or paper 
credit, designed to circulate as money, and require 
security to the full amount thereof, to be deposited 
with the state treasurer, in United States or Illinois 
state stocks, to be rated at ten per cent. below their 
par value; and in case of depreciation to ten per 
cent. below par, the deficiency must be made up by 
the deposit ot additional stocks. The law also to pro- 
vide for recording the names of all stockholders, the 
amount of stock held by each at the time of any trans- 
fer, and to whom such transfer is made, 


The general banking law of Illinois 
which went into force July 1, 1887, 
authorizes the formation of banks of 
deposit and discount, but 
withholds the grant of power to issue 
bills to circulate as money. Hence, 
under existing legislative provisions, the 
repeal of the ten per cent. tax would 
have no present effect in Illinois, for 
there could not, under present condi- 
tions, be any issue of circulation by the 
banks of the state. 


expressly 


PAST RECORD, 


The early Illinois record shows the 
familiar experience of bank issue and 
depreciation. 
trous attempt of the state to launch into 
banking on its own account, resulting 
in later constitutional prohibition upon 


It also shows the disas- 


any state bank, or any proprietary in- 
terest by the state in any bank, 

The state of Illinois was admitted to 
the Union in 1818, On December 28, 
1816, while a territory, the Bank of 
Illinois, at Shawneetown, was incorpor- 
ated, with a capital of $300,000, one- 
be subscribed 
This bank 
had the usual power to issue currency 


third to remain open to 


by the state when formed. 


without restriction except such as was 
contained in a clause limiting the total 
amount of debts (exclusive of 
deposits) to twice the paid capital. At 


this time there was also in existence an- 


special 
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other bank, known as the ‘‘Bank of Ed- 
wardsville.” 

In 1818, upon the formation of the 
state, the good, but misguided, people 
sought to monopolize the banking busi- 
ness in the following constitutional pro- 
vision : 

_ There shall be no other banks or monied institus 
tions in this state but those already provided by law, 
except a state bank and its branches, which may be 
the state as they may think proper” 

In 1821, the legislature passed ‘‘an* 
act establishing the state Bank of IIli- 
nois,’’ with branches. Its capital was 
$500,000, and its proprietor and man- 
ager was the state and legislature. The 
issue of currency of various denomina- 
tions was authorized, to be payable in ten 
years, and bearing two per cent. interest. 

The bank was required to lend the 
people to the extent of $100 0n personal 
security, and real estate 
The will note the 
ridiculous policy which not only ‘‘per- 
mits,” _ a bank to lend 
its money to parties and upon security 
specified, placing every prospective bor- 
rower not in the position of one who 
requests, but of one who may legally 
demand aloan,and largely depriving the 
banker of his discretion as to the value 
and convertibility of the offered security. 

It is not surprising, under such condi- 
tions of existence, that the notes of 
this bank steadily depreciated, or that 
the state should be 


tracting " such a currency, in a manner 


$1,000 on 


security. reader 


but ‘‘ requires,” 


‘ 


desirous of con- 


such as indicated by section 1 of an act 
approved January 10, 1825. 


_“* That it shal! be the duty of the cashier of the State 
Sank of lilinois, as soon after the passage of this act 
as may be, to collect together all the bank notes issued 
»y Said bank, as well as all the bank notes not signed, 
or which have never been issued by said bank, such 
notes being the property of the bank; and proceed in 
the preserce of the governor of the state, and the 
judges of the supreme court, ¢o d6urn and destroy the 
ame on the public square in the town of Vandalia ; re- 
serving, however, such sum as mav be necessary, not 
exceeding one thousand dollars, to defray the current 
expenses of said bank.”’ 


The Bank of Shawneetown, also, in 
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1821 suspended specie payments. The 
notes of the State Bank were eventually 
redeemed by the state, at great loss. 
The former experiment not being suffi- 
cient, a new state bank was incorporated 
in 1835, with a capital of $1,500,000 and 
the privilege of increasing to $2,500,000. 
The charter of the Bank of Shawneetown 
was also extended for twenty years from 
January 1, 1837. In 1827 the circulation 
of private bills as money was prohibited. 

In 1837, suspension of specie payment 
was sanctioned by the legislature for a 
limited time. 

In 1838, the legislature passed an act 
prohibiting the circulation of bank notes 
of less denomination than five dollars; 
excepting the notes of any bank in the 
state authorized by charter to issue a 
less denomination. 

Both the State Bank and the Bank of 
Shawneetown having made disastrous 
failures in 1842, we find in 1843 various 
acts for their liquidation, and the gov- 
ernment protected itself from their de- 
preciated issues by enacting 

“That so much of all laws heretofore enacted, and 
now in force, as makes the notes of the Bank of the 
State of Illinois, and the Bank of Illinois, and the 
branches of said banks, receivable in payment of 
school, college and seminary debts, and interest, and 
in payment of the state and county revenue of this 
state, shall be, and the same are, hereby repealed.” 

Enough, by way of outline, has been 
the purpose of 
showing the actual disastrous experi- 
ence from unwise and unsecured cur- 
rency issues. The state, too, had had 
enough of glory in being the proprietor 
never able to redeem 


extracted to answer 


of a bank, its 
currency from the proceeds of the paper 
or collateral on which based. Hence 
we find the following change of senti- 
ment in the second constitution, adopted 
in 1848: 

‘“*No state bank shall hereafter be created, nor shall 
the state own or be liable for any stock in any corpor- 


ation or joint stock association for banking purposes, 
to be hereafter created.” 


This constitution also provided that 
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any general law, for the formation of 
banks, should be ratified by vote of the 
people, before taking effect. From 
this the inference is obvious that the 
people, at this time, felt very sore over 
currency losses sustained through legis- 
lative establishment and manipulation 
of banks under special charters, and 
determined not to trust tothe judgment 
of the law-makers in the future, without 
review and ratification. 

In 1851 a general bank law was passed 
providing for issue of notes secured by 
deposit of state stocks, with 12% per 
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° 
cent. damage for non-payment in specie, 


In 1853 bills under $5 were prohibited. 

In 1857, banks existing under the 
general law were required to redeem 
their notes, in such sums as presented, 
in the legal coin of the United States, 
and the law specifically provides the 
method of procedure in case of non- 


redemption. 

In 1867, the general bank law was 
amended to permit the withdrawal of 
pledged securities upon the banks’ filing 
bonds to redeem their outstanding cir- 
culation. It has now been superseded 
by the existing bank law. 


SUMMARY OF STATE LAWS. 


Showing Existing Situation if Ten Per Cent. Tax were Removed. 


Alabama.—Constitutional requirements are as fol- 
lows: 

§7. No bank shall be established except under a gen- 
eral banking law. 

§8. The general assembly may enact a general bank- 
ing law, which law shall prescribe for the registry and 
countersigning by the governor of the state of all 
paper credit designed to be created as money; and 
ample collateral security, convertible into specie, or 
the redemption of the same in gold or silver, shall be 
required, and such collateral security shall be under 
the control of such officer or officers as may be pre- 
scribed by law. ° 

§o. All bills or notes issued as money, shall be, at 
all times, redeemable in gold or silver, and no law 
shall be passed sanctioning directly or indirectly the 
suspension by any bank or banking company, of specie 
payment. 

§:0. Holders of bank notes shall be entitled, in case 
of insolvency, to preference of payment over all other 
creditors. 

No general bank law has been enacted under these 
provisions. Legislative prohibition exists upon cir- 
culating notes of all, not chartered as banking asso- 
ciations. 

Arizona Territory.—Banks incorporated under ter- 
ritorial laws are denied by congress the power of 
issuing circulation. 

Arkansas.—Constitution provides: “No act of the 
general assembly shall be passed authorizing the issue 
of bills, notes, or other paper which may circulate as 
money.” 

Calfornia.—Constitution provides: ‘‘No corpora- 
tion, association or individual shall issue or put in 
circulation as money anything but the lawful money 
of the United States.” 


Colorado.—No constitutional prohibition upon state 
bank currency, but existing legislative prohibition. 


Connecticut.—No constitutional provisions. Legis- 
lature controls subject. Unauthorized circulation 
prohibited. No general bank law. Banks incorpor- 
ated by special charter and banks chartered under 
act of 1852, allowed toissue circulation to 75 per cent 
of capital, secured by pledge of certain public stocks, 
and first lien on assets. 


Delaware.—No constitutional provisions. Legisla- 
ture controls. No general bank law. The Farmers’ 
Bank of the state has currency powers, with the re- 
striction that its total debts shall not exceed double 
paid capital. Circulating notes of individuals and 
partnerships ‘under one dollar’’ prohibited 


Florida.—No constitutional provisions. Legislature 
controls. No existing law under which banks author- 
ized toissue currency, and all unauthorized circula- 
tion prohibited. 

GEORGIA.—No constitutional provisions. Legisla- 
ture controls. Unauthorized circulation prohtbited. 
Banks exist, under special charters, with power to 
issue currency (not specially secured) subject to leg- 
islative regulation for redemption in lawful money, 
and prohibition upon issue beyond amount specified 
in their charters. 


IpaAHo.—A territory. No state bank currency. 

ILLINOIS.—Constitution regulates bank currency by 
providing the security of government or state stocks, 
requiring registry and countersigning of notes, pro- 
hibiting the legislative sanction of specie payments, 
and requiring that any general bank law, to have 
force, must be ratified by vote of the people after 
passage. Subject to constitutional regulations, the 
legislature has the power to enact a general bank law 
conferring currency powers upon banks. 
ing bank law, however, expressly withholts ali cur- 
rency powers 


The exist- 
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THE STATE BANK QUESTION.* 


HE commercial interests of the United States 
demand a circulating medium adequate to 
the great business of the country. 

Instead of this, the currency question is one 
of the most complicated and unsatisfactory 
which our national life has produced. 

Thus far in the history of the world, every at- 
tempt by a government to create paper currency 
has brought discomfiture and disaster. It is 
because of governmental interference in the 
issue of paper money that we, in the United 
States, are in our present uncomfortable di- 
lemma. 

The politicians, urged on by the complaints 
of their constituents, are groping after some 
panacea which is afar off, and because some of 
the features of the old State Bank system em- 
bodied a likeness to the true principle of circu- 
lation, one great political party has uneasily 
turned toward that as a retuge for answer to the 
cry of commerce for better things. 

What is the true principle of circulation? What 
is the perfect currency? 

In answer to this question we go over the 
old ground. 

It must be absolutely secure. 

It must be of uniform value throughout the 
country. 

It must be convertible into gold. 

And last of all, especially in this country, it 
should be elastic in volume, expanding or con- 
tracting at need. 

Does the National Bank system furnish such 
a currency? 

If not, will the revival of State Bank circula- 
tion do it? 

In answer to the first question, I beg to repeat 
from a former article, that notwithstanding the 
popular notion that our national bank currency 
is the best the world ever knew, it is a fact that 
the unscientific character of that currency is the 
very thing that has brought us to the present 
uncomfortable condition of our finances; that is 
to say, the rate-reduction and redemption of 
government bonds (the pledging of any compar- 
atively short-lived security like a government 
bond being necessarily disturbing,) has caused 
thus far by retirement of national notes a con- 


*Reproduced from Ahodes’ Journal for October. 


traction of over $230,000,000 in our currency, 
and just at a time when more currency has been 
needed. This has made it possible for the silver 
scheme to gain such preposterous headway in 
this country, and under the guise of supplying 
the great commercial need of MORE CURRENCY, 
has flooded us with the baser metal. 

This brings us to the fault of bonds as a basal 
security. The currency of a country should be 
based upon actual possessions, not upon public 
debt—upon weath, not upon poverty—and a 
bond, government or state, is an evidence of 
PUBLIC DEBT, not of public property. Reformers 
of the old system, or inventors of entirely new 
systems of banking, should remember this. 

Further than this, the system having for its 
principle, sPECIAL security, that is, security 
pledgedand held specially,asare our government 
bonds, is defective in a country requiring sensi- 
tive elasticity in its currency. Such a system 
fails to respond to the laws of trade, and under 
it the volume of currency, if there is a profit in 
it, will be too great, and if there is no profit in 
it, will shrink without regard to the needs of the 
community. These two conditions have both 
at different times confronted us. 

Then, too, because the national notes are 
SPECIALLY secured, there never was any actual 
DAILY redemption of them in the natural course 
of trade, and this great controlling feature is 
lost to the system. 

I have said that we need in this country a 
currency specially sensitive in the quality of 
elasticity, besides being absolutely secure. On 
account of great field and forest production, we 
require at certain seasons of the year a rapid 
and substantial increase in our medium of ex- 
change, the volume of which should, to avoid 
inflation, as rapidly shrink when the need is 
past. 

What have we actually got for currency in the 
United States? With what is left of the national 
bank notes and our vastly increased and ever 
increasing government issues, we have, as far 
as elasticity is concerned, a sodden, unyielding 
mass. There is not one first principle of elas- 
ticity in it. Our present system is a vast finan- 
cial cyclone breeder. Under it when confidence 
is felt, the excess of money provokes speculation 
inflation. But 


and when confidence shrinks, 
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there is no natural relief and we get a panic. 

Will the state bank system do any better 
things for us? Let us see what would be ac- 
complished by turning on state circulation. 
Banking before the war was largely experi- 
mental. Each state tried one thing or another 
with variable degrees of success. A few of the 
states struck the right principle, and in two or 
three for a period of forty yearsthe most exem- 
plary success was achieved and maintained. 

To particularize: the state of Louisiana had 
such wise laws for its banking department that 
its system was a model of stability and its cur- 
rency good. Three states, Ohio, Kentucky and 
Indiana, under a system of currency based on 
commercial maintained a secure and 
successful position for years without loss to the 
community who handled their bank notes. The 
system of New England with its central re- 
demption agent, the Suffolk Bank of Boston, 
was perhaps the most peculiarly successful and 
practically safe of all. Notes were issued on 
general commercial security and entailed no loss 
to noteholders for the whole period of existence, 
which was terminated only by imposition of the 
10 percent.tax. The system of New York was like 
our national system, based on the false principle 
of special security, bonds and mortgages being 
first pledged, and state bonds afterwards sub- 
stituted. The system, like our national one, 
was unscientific and a failure, in that it was 
obliged to suspend (in 1857), although the notes 
were all redeemed eventually. 

In other states there was no marked success, 
and in the majority, the most decided lack of it. 
There never was any uniformity of system be- 
tween states, and as to safety, in twenty or more 
the windiest thing in the state was banking. 

If it is expected by reviving these various 
systems to make such a national currency as we 
need, the expectation will only be fulfilled after 
a long period of evolution. It is just as sensible 
to expect to plow a field with thirty wild colts 
harnessed in with a few staid old farm horses. 
Of course the colts can be trained. 

So it seems there is no relief to be expected 
from that quarter. 

Reverting again to the requirements of com- 
merce, the question arises, ‘‘ What is the natural 
basis for a scientific currency?" The answer is 
not a new one, but nevertheless true. 

THE WEATH OF A COUNTRY SHOULD BE THE BASIS 
OF ITS CURRENCY. The basis is furnished by 
commerce itself. 

The products of the labor of the people rep- 


assets, 
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resent all there is of financial value (wealth) ina 
nation. Commercial banks, the longest lived 
and soundest institutions known to history, are 
the custodians of the representatives of this 
wealth in the shape of commercial assets, and 
commercial assets, all time proves, are the 
highest form of security for note circulation. 

Notes issued by properly capitalized and in 
spected banks to the extent of a proportion of 
their paid-up capital, and made a first lien upon 
their assets, not specially pledged, but held as 
general security, have behind them the only 
true scientific basis for circulation in a country 
like ours—the basis being the product of the 
energy, the muscle, and brain of our people, 
Trade consists in the exchange of these prod- 
ucts. Banks are the natural facilitators of such 
exchange. They hold, in short, bills-receivable, 
the paper representatives of the products them- 
selves. As by the increase of products, trade 
increases, so scientifically and naturally there 
is produced in an increase of assets a larger 
basis for note circulation. The means to move 
the crops are furnished by the crops themselves. 
What better basis for bank notes can be created 
than these quick assets? Such bank notes, under 
regulations for daily redemption, modestly and 
automatically retire when they are not needed. 

Now it is because some of the old state sys- 
tems involved a part of the principle here laid 
down, and because the old state systems grad- 
ually perfected in all the states on the best 
models in this or that state, would slowly but 
certainly, after many years of delay and loss, 
have reached something approaching the per- 
fected system of our friends the Canadians; itis 
because of this, and because such men as Rus- 
sell, the Massachusetts member of the Chicago 
Platform Committee, and Harter, and others 
recognized this, that the state-bank plank was 
introduced into the Democratic platform—a 
good move from one point of view, because of 
the vigorous discussion of the question which 
has ensued, and which will ensue—a discussion 
which cannot but educate the people. 

Admitting that the most perfect form of cur- 
rency is the note of a good bank, how can you 
get your banks good before you allow them to 
issue? 

Not certainly by throwing the control of them 
into the hands of forty-four different legislatures 
of all degrees of intelligence and political com- 
plexion, as would be done if the state tax were 
repealed. 

For twenty-nine years the national system has 
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been perfecting its restrictions until to-day it 
shows a high standard of strength and safety, 
and a record for the whole period of its exist- 
ence which probably—taking number of banks 
and al) into consideration—is unequaled in the 
history of banking. This record is condensed 
in the statement that the total average of loss in 
the whole system for the whole time is only 
three per cent. 

Here, then, is a system which on one side 
has been developed and perfected with the 
utmost care for twenty-nine years by a succes- 
sion of competent comptrollers, until on that 
side—the department of safety—it has attained 
a very high level. On the other side, that most 
important one—of circulation—there has been 
actually no whatever. On the 
contrary, that limb of the system has become a 
withered member. 


development 


The paralysis, which set in 
there as soon as the government bonds got out 
of sight as rate-payers, was allowed to continue 
without the skillful attendance of those who 
alone should have been allowed to prescribe— 
a committee of expert bankers and financial 
men. The currency doctors of which no other 
nation on earth has as many as we, were al- 
lowed to get in their work controlled and owned 
as they were by the silver men who saw their 
opportunity in a lack of circulating medium to 
foist their metal upon the people, and to-day 
we oscillate at dizzy height on the feather edge 
of a change from gold to silver standard, with 
millions of the baser metal on hand to tip the 
balance toward disaster. 

We must go back now to the period when the 
circulation of the national system first began to 
fail and apply remedies that should then have 
been used. 

The state bank system was a spotted growth 
from bad to better, with the right principle of 
note issue as a general basis in some of the 
states. But to go back twenty-nine years, tear 
down the delicate net-work of safety which has 
developed around the national system and by a 
repeal of the ten per cent. tax start over again, 
would be acrude and unwise move—a retrogres- 
sion—unnecessary, because every good feature 
of state bank issue can be grafted on to the 
strong and efficient trunk of the national system. 


37! 


If commercial assets, held as general security 
by making bank notes a first lien upon the as- 
sets, are the best basis for note circulation, why 
should not the system, regulated and perfected, 
be adopted and developed by the national banks? 
The double liability of stockholders would bea 
further security, and a redemption fund could 
(although not necessary) be perpetuated by 
yearly tax. Add to this, ACTUAL DAILY RE- 
DEMPTION at all of the great cities, and the re- 
tirement of currency not needed would be 
ensured and parity maintained. 

We would then havea secure, elastic, convert- 
ible and uniformcurrency. Dangerous govern- 
ment issues could be stopped, and commerce 
growing, would grow its ow ncirculating medium. 

The argument then, cond used, is this: 

1, We need a better currency system. 

2. The state bank systems were varied, a few 
only being successful, but those few possessed 
the right and vital principle of circulation. 

3. The national bank system is strong in 
nearly all vital particulars except circulation. 

4. Combine the right principle of circulation, 
the best part of the state systems with the na- 
tional system, and you have the highest safety 
and the best currency—an almost perfect whole. 

To-day enterprise is stifled by uncertainty. 
Foreign buying is sluggish, lacking confidence, 
Money in large amounts has been for a long 
time congested at the centers, idle and waiting. 

To banish uncertainty, 

To restore confidence, 

To inaugurate an era of continuing prosperity, 
two things are needed to be done. Let the 
people thoroughly understand this and they 
will insist upon it. 

First—REPEAL THE SILVER BILL OF 
1890, (and that alone would make it possible for 
a long time to do nothing else.) 

Second — GRAFT THE PRINCIPLE OF 
NOTE ISSUES BY BANKS (a first lien and 
secured by general assets) UPON THE NA- 
TIONAL BANKING SYSTEM. 

The party that inaugurates these moves will 
merit enduring power. 

The politicians who urge and accomplish them 
will win honest and substantial fame. 

WILLIAM C, CoKNWELL. 
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DEPARTMENT OF QUERIES AND REPLIES. 


puis department is carried on for the benefit of all subscribers, who are entitled to submit questioas of gen- 


eral interest, and ex 


Protest of Bank Officer’s Note. 
West SupERIOR, Wis,, Oct, 15, 1892. 
Editor Banking Law Journat: 


DEAR Sirx:—Will the fact of a man’s being an 
officer of a bank make it unnecessary to protest 
a note held by the bank in order to bind him as 
an indorser? 

Yours truly, 
CASHIER, 


While there has been no direct de- 
cision upon this point, we are of opinion 
that protest and notice to any executive 
officer of the bank, whose duty it is to 
supervise or attend to the details of 
Management, as indorser of a note held 
by the bank, would be unnecessary to 


hold him liable. The only decision 
touching upon the question is in the 
case of adirector. Lanev. Bank of West 
Tennessee, 9 Heisk. 419. In that case, it 
was held that the director was entitled, 
as an indorser, to notice of protest of a 
note held by his bank. The court said: 
‘* His personal knowledge in the matter 
did not dispense with notice. He could 
not be trustee and debtor both. As to 
this debt, he stood as a stranger to the 
bank.”” But in the case of any active 
officer charged with the duty of having 
the bank’s notes protested and indorsers 
notified in ordinary cases, it would cer- 
tainly be a useless and unnecessary act 
to have protest made, and notice given 
to himself as indorser, Even if he 
should allege failure of notice in bar of 
liability, it would be an allegation of his 
own neglect of duty which could not be 
entertained. The possible case might 
be contemplated of an ofhcer, whose 


pect prompt and careful consideration thereof, without charge. 
of those submitting inquiries are published, unless special request is made to the contrary. 


The names and places 


duty did not extend to the giving, or su- 
pervision of giving, of notice of dishonor, 
in which he might claim that he should 
be notified, the same as any private in- 
dividual, on the ground that mere know- 
ledge of dishonor, without notice, was 
insufficient to hold him. 
bal notice is valid, and protest ts not 
necessary in any case of a domestic bill 
or note, any possible doubt could be 
readily removed by the giving of verbal 
notice, 


But as a ver- 


A Question of Compounding Interest. 
OHIO, October 13th 
Editor Banking Law /Journal: 

Dear Sir:—Please answer the following in 
your next issue. 

A man borrows $500 for forty-five days with- 
out grace, and gives his note for $505 with eight 
per cent. after maturity until paid. [sit legal 
in Ohio to charge eight per cent. after maturity 
on the $505? Or would the law hold that as 
usury? Yours truly, 

CASHIER, 


1892. 


Eight per cent. is the contract rate in 
Ohio, and under the decisions in that 
state, it is permissible to provide in a 
note that interest, not paid when due, 
shall itself bear interest at the contract 
rate. This is, in effect, what is done in 
The $505 
represents the principal and the interest 
to maturity. The note provides that, 
after maturity, both principal and inter- 
est shall bear interest at eight per cent. 
until paid. This is lawful. Dunlap v. 
Wiseman, 2 Disney, 398, and cases cited 


the note in the present case. 


in a tuller discussion of this question in 
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3 BankineG L. J. 232.° See also for dis- 
cussion of the question whether interest 
can be compounded annually by pro- 
vision in a long-term note—4 B. L. J. 
160. 


CORRESPONDENCE. 


How to Obtain State Banking Laws. 
Ciry BANK OF VAN ALSTYNE, ) 
VAN ALSTYNE, Tex., Oct. 19, 1892. § 
Editor Banking Law Journat: 

DreAR Sir:—I am anxious to read the state 
banking laws of New York, Indiana, California 
and Illinois. Can you suggest a way by which 
I can procure them? I note that you are pub- 
lishing banking laws of all the states, but as it 
will be some time ere you reach the states of 
New York, Indiana and Illinois, 1 am prompted 


by a desire to see them as soon as I can to make 


this request. Respectfully, 


F. M. Apbams., 


FARMERS’ AND CITIZENS’ BANK, } 
FARMLAND, INb., Oct. 14, 1892. § 
Editor Banking Law Journal: 

Dear Sir:—Please inform me of whom and 
how I can obtain a.copy of the state banking 
law of New York state. We like the JouRNAL 
very wellindeed, and wish you continued pros- 
perity and extension of readers. Yours, 

I. M. Branson, Cash’r. 


These communications are published, 
as the reply may be of interest to other 
readers, The best way is to write direct 
to the secretary of state of any state, 
as that official has general charge of all 
the laws, their sale and distribution. This 
is the practice of librarians, and also of 
corporations who desire to obtain special 
corporate laws. Even though the state 
has a banking department, application 
to the secretary is the practice, and pre- 
ferable. With reference to the banking 
laws of New York state, we forward to 


each of the above communicants a paper 
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edition of the new bank revision of 1892, 
which is a compilation of the banking 
laws now force. A more elaborate 
edition has been prepared by Mr. E. A. 
Groesbeck, cashier of the Commercial 
National Bank of Albany, and Mr. 
Charles C. Dickinson, of the office of 
the commissioners of statutory revision, 
which, in addition to the banking law, 
gives added chapters containing the 
statutory construction law, general cor- 
poration law, stock corporation law and 
those sections of the penal code, vode 
of civil procedure and tax laws, specially 
applicable to banks and other monied 
corporations. The publisher is James. 
B. Lyon, of Albany. 


in 


TO CORRESPONDENTS. 


President, Sioux City, lowa.--We would advise suit 
against the bank who failed to protest the draft. 


J. W. S., Wheeling, W. Va.—Almost the identical 
question you ask respecting the bank’s liability for 
a special deposit, stolen by its cashier, is the subject 
of adecision, which has just come to hand,and which 
will be published shortly. This will furnish you full 
light upon the question. 


George A. Guild, Cashier, National Bank of Sabetha, 
Kan,—Communication will receive attention in No- 
vember 15 JOURNAL. 


I. S. Tabor, Cashier, Blue Rapids, Kan. 


will be discussed November 1s. 


‘luestion 


Banker, Ohio.—Reply as to whether the courts of 
Wisconsin have ever passed upon the validity of 
grants of perpetual right of way, necessarily post- 
poned to next issue. 


A. NUGGET. 


Extract from Correspondence of JOHN H. L.€aATHERS, 
Cashier of the Louisville Banking Company, Louis- 
ville, Ky., October 26, 1892. 


“Tl always read with great pleasure the BANKING 
LAW JOURNAL, and as Lhave told you before, I es- 
teem it more highly than any similar publication in 
the country, and all the time wish you the success 
your excellent Journal merits. I am not an old, ex- 
perienced banker, but I read carefully and diligently 
all banking publications, with the view of keeping 
myself as well informed as possible, and I get out of 
your publication more valuable information and in 
plainer form than I get anywhere else.” 
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PERIODICAL LITERATURE OF INTEREST TO BANKERS. 


NATIONAL BANKS.—New York Independ- 
ent, Oct. 13th, 1,100 words. 


The platform of one of the political parties 
suggests the repeal af the 10 per cent. tax on state 
bank note issues. This is a blind groping after 
a real fact, namely, that banks are the proper 
channels tor the issue of currency, and not the 
Federal Treasury. But there are many reasons 
against giving this privilege to state banks. If 
anything is a matter for inter-state regulation, 
itis money. We want federal laws governing 
the security of our national money, but not 
federa) money itself. Banks are in close touch 
with trade, and know the currency requirements 
and therefore they should issue the circulating 
mediums. The first thing to be done is to re- 
peal the Sherman compulsory purchase law, 
and replace the treasury notes by acurrency to 
be issued under government regulation by the 
national banks. 


ENGLAND'S POSITION IN THE iNTER- 
NATIONAL MONETARY CONFERENCE,— 
London Economist, Oct. 8th, 1.200 words, 

Everyone connected with the conference, says 
the ‘‘ Economist,” is acting in a half-hearted 
way. Indeed its failure would everywhere be 
looked upon as certain were it not that in some 
quarters the idea is entertained that the British 
government may be disposed to make *‘ conces- 
sions” to other nations in order to induce them 
to enter into a bimetallic agreement. Such a be- 
lief might be inferred from the words of Mr. 
Goschen, but it is a false position for us to 
occupy. We do not believe in bimetallism 
and wil) have none of it ourselves. Yet we are 
expected to offer bribes to other nations to in- 
duce them to adopt what we consider a vicious 
system. Of course the bribes will not be offer- 
ed. itis incumbent on our government to take 
the earliest opportunity after the conference as- 
sembles in Brussels on Nov. 22d, to make it 
distinctly understood that we are satisfied with 
our present monetary system, and have no in- 
tention of altering it. If other nations wish to 
make a change they must do so at their own 
option, and not in return for ‘‘concessions” on 
our part. 


INDIA’S DEMAND FOR A GOLD CUR- 
RENCY.—By Clarmont Daniell. Blackwood’s 
Magazine. Oct., 9,500 words. 


The Calcutta Chamber of Commerce, repre- 
senting the mercantile class of India, has com- 
plained to the government of the general defects 
of the Indian silver currency and its unsuita- 
bility to the requirements of the country’s ex- 
ternal trade. The bad features of the Indian 
currency are due to the circumstance that 
rupees, not being money outside of India, are 
of no account as such in the exchanges, and 
are liable, like any other commodity, to varia- 


tions in value by the gold standard. It is 
recognized that unless legislation or an interna- 
tional agreement can secure to rupees a con- 
stancy in value, the money of India must be 
assimilated with that of England. 

The article is an able and interesting consid- 
eration of the monetary features of India’s 
foreigntrade. The writer advocates the placing 
of India on a solid gold basis, which, he says, 
would expand her commerce and enhance her 
credit. 


LEGAL TENDER NOTES IN CALIFOR- 
NIA.—By Bernard Moses, Quarterly Journal 
of Economics. Oct.; 8,000 words. 


The people of California were conspicuous 
in their disfavor of the United States legal 
tender notes. Mr. Moses sketches the instruct- 
ive history of this movement against the legal 
tender notes, pointing out the important steps 
taken in holding to a metallic currency. 


THE BANK NOTE QUESTION,—By Chas. 
T. Dunbar. Quarterly Journal of Economics. 
Oct.; 7,000 words, 


A very able and philosophical statement of 
the present status of the currency problem. 
Lack ot space, we regret to say, prevents a 
synopsis of Mr. Dunbar’s article. 


THE CURRENCY ISSUE.—By Col. John T. 
Wheelwright and George Fred. Williams. Bos- 
ton Herald, Oct. 7th ; 4,500 words. 


An addition of good state bonds to the 
United States bonds as a security for the cir- 
culation of a national currency issued by the 
state banks, properly secured and supervised 
by the comptroller, would, said Col. Wheel- 
wright, give us a uniform and elastic currency. 
It would cure the people of poor communities 
of the longing for fiat or depreciated money, 
for the currency would expand and contract 
with needs of localities. 

Mr. Williams, in his speech, confined himself 
to the free coinage of silver aspect of the cur- 
rency question, He says that our whole 
monetary system is now in a dangerous and 
toppling state. How soon a disturbance of our 
money markets, a depression in private credit, 
monetary demands, speculation or even un-— 
warranted timidity, may precipitate a demand 
upon our government for redemption similar 
to a run on a bank, no man can Say. 


THE BANK NOTE QUESTION.—By Josiah 
Quincey. Boston Herald. Oct. 7th; 1,800 words. 


The writer says that under existing legislation 
the financial and commercial classes are surely 
and steadily approaching disaster and a change 
in the unit of value. Whatever the dangers of 
restoring the right to issue state bank notes may 
be, they are nothing in comparison with the 
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great menace which lurks in direct government 
issues of paper money increased from year to 
year to keep up with the supposed demands of 
the country. A political currency ebbing and 
flowing with the tide of political sentiment 
would be one of the greatest evils which could 
possibly affect this country. 


THE BANK ISSUE.—Editorial, Boston Her- 
ald, Oct, 7; 1,000 words. 


The Herald endeavors to show that Mr. Henry 
Cabot Lodge, the republican congressman, who 
has been conspicuous recently in the opposition 
to state bank note issues, is at odds on al! ques- 
tions of constructive legislation, with the fore-— 
most financial authority in the republican party, 
namely, Senator Sherman. 


WILDCAT NOTES.—Editorial, N 
une, Oct. 5th ; 800 words. 


The Tribune bases its Opposition to state 
bank circulation chiefly on the ground that the 
proposed monetary change would substitute 
more than forty kinds of bank notes, differing 
widely in character and value, for one kind of 
uniform character and value. 


WEAVER AND SILVER.—Editorial, Denver 
Republican, Oct. 2d ; 1,000 words. 

According to the Denver Republican, Mr. 
Weaver is not, as has been popularly supposed, 


an advocate of free and unlimited coinage of 
silver. 


. Y. Trib- 


REPUBLICAN FINANCE,.—FEditorial, N. Y. 
Times, Oct. 1toth ; 1,200 words. 


The Times discusses ‘* Sherman’s Greenback- 
ism.” 


THE BANK OF ENGLAND. —St. Louis Post- 
Dispatch, Oct. gth ; 1,500 words. 

Some of the most interesting portions of the 
history of ‘‘The Old Lady of Threadneedle 
Street” are detailed in this article. 


THE BANK OF VENICE,.—Editorial, Prov- 
idence Journal, Oct. roth ; 1,goo words, 


BOOK NOTICE. 


WHO PAYS YOUR TAXES? A CONSID- 
ERATION OF THE QUESTION OF TAXA- 
TION.—By David A. Wells, George H. Andrews, 
thomas G. Shearman, Julien T. Davies, Joseph 
D. Miller, Bolton Hall and others. Edited by 
Bolton Hall, and issued by authority of the 
New York Tax Reform Association. G. P. 
Putnam’s Sons, New York. 

In this book are agitated very important 
changes in methods of taxation. It omits from 
its discussion entirely the revenue of govern- 
ment from custom-house and excise duties. It 
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gives no classification of purposes for which 
revenue is required, but confines itself to the 
presentation of facts and opinions on the subject 
of direct taxation for general need, The New 
York Tax Reform Association under whose 
auspices the book was published, is a very act- 
ive body. It sends its matter with great free- 
dom to newspapers and colleges, and has drawn 
out considerable expression of opinion on the 
five points of its propaganda. The chief of 
these that invite controversy are that ** mort- 
gages and capital engaged in production or 
trade should be exempt from taxation, because 
taxes on such capital tend to drive it away, to 
put a premium on dishonesty, and to discourage 
industry;” and that ‘‘ real estate should bear 
the main burden of taxation, because such 
taxes can be met most easily, are certainly col- 
lected, and because they bear least heavily 
upon the farmer, and other manual laborer.” 

These propositions are set forth in the book at 
hand, together with many criticisms of them, 
the latter being inserted to give an opportunity 
of refuting them. Most of these criticisms take 
exception to the statement that taxation of 
real estate exclusively would bear least heavily 
upon the farmer. The answer of the book is 
ihat cities and their suburbs would pay most of 
the tax, and thatthe farmer would find relief 
from taxation of his personal property which, 
not being of a nature to admit of concealment, 
cannot escape taxation by being kept out of 
sight like a large portion of that owned by resi- 
dents of towns. The book is chiefly made up 
of edited matter—newspaper articles, public 
addresses, etc., and, in consequence, presents 
the taxation question in compact form, from a 
variety of standpoints, which manner of treat- 
ment is of much value in bringing about a 
broad and complete understanding of the sub- 
ject. 


BOOKS RECEIVED. 


New York Produce Exchange. 

Taxation and Work. By Edward Atkinson, L.L.D. 
Ph.D. G. P, Putnam's Sons, N. Y. 

The Farmer’s Tariff Manual, By Waniel Strange. G. 
P. Putnam’s Sons, N. Y. (Questions of the Day 
Series.) 

The Common Sense of Money. By J. B. Howe. Hough- 
ton, Mifflin & Co., Boston. 

Equitable Taxation. 
& Co., N. Y. 

Monometallism & Bimetallism. By J. B 
Houghton, Mifflin & Co., Boston. 

Money, Trade and Banking. By J. H. Walke: 
ton, Mifflin & Co., Boston. 

Monetary Fallacies. By J. 
Mifflin & Co., Boston. " 

Who Pays Your Taxes? Edited by Bolton Hall. (Ques- 
tions of the Day Series.) G. P. Putnam’s Sons, N.Y 

Silver, From 1849 to 1892. By George M. Coffin. Mc 
Gill & Wallace, Publishers, Washington, D.C 


Annual Report 1891-2. 


Publishers, Thomas Y. Crowell 
Howe. 
Hough- 


Howe. Houghton 
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CURRENT NEWS AND TOPICS. 


NEW YORK CITY’S BANKERS. 


At the meeting of the Bank Commission in 
the Mayor's office, it was decided to make no 
change, either in the list of city depositaries or 
in the rate of interest to be paid by the banks 
on city money, which is 2 per cent. 


ea 
* & 


THE SILVER CONFERENCE. 


Senator Jones and Mr. Cannon, American 
delegates to the International Silver Conterence 
will sail for Europe on the steamer ‘City of 
New York” which leaves New York on Novem- 
ber gth. They will be accompanied by Mr. E. 
O. Leech, Director of the Mint, who will attend 
the conference in an advisory capacity. The 
other American delegates will meet in Washing- 
ton on November 10, to receive their final 
instructions, and will sail from New York on 
the 12th. 

* 


CouNTERFEITS DecrIvE A BANK.—The First Na- 
tional] Bank of Long Branch has just been 
notified that it permitted several pieces of 
counterfeit money to pass through its hands. It 
recently shipped over $3,000 worth of silver to 
the First National Bank ot New York, and sixty 
cents in 10-cent pieces was returned as being 
bad. Howthey were discovered is a mystery, 
as they were acid proof and withstood other 
severe tests. One piece was cut in two, when 
it was discovered that a thin layer of white 
metal had been so heavily coated with silver 
that the counterfeiters could gain scarcely two- 
thirds of a cent on its manufacture. 


* 
* 

BaLrouk Favors BIMETALLISM.—The Right 
Hon. Arthur J. Balfour, Conservative leader in 
the House of Commons, spoke at length to 
Manchester merchants and bankers on October 
27th, in support of the resolution, that the most 
effective remedy of the present fluctuations in 
the relations of gold and silver, would be 
international agreement for the unrestricted 
coinage of both metals. 

Mr. Balfour said that he believed the stage 
which had been reached in the monetary 
troubles, caused by the appreciation of gold cur- 
rency, was fraught with evils to every class of 
people in the British Empire. The currency of 
Great Britain bore no staple relation to the cur- 
rency of other nations, and constantly was a 
chronic hindrance in the way of the British 
export trade, The solution of the present diffi- 


. 


culties had been given by the bimetallists. 

This solution, Mr, Balfour said, was not only 
practicable but also adequate. For a great 
commercial country, a sound instrument of ex- 
change was a matter of first necessity. Such 
an instrument would be found in a bimetallic 
currency. This instrument might have its im— 
perfections, but it was better than any other 
yet devised. 

Mr. Balfour's views are indorsed by the Lon- 
don ‘‘ Saturday Review,” which, in discussing 
the currency question, says: ‘It is undeniable 
that the appreciation of gold and depreciation 
of silver are producing mischievous effects in 
commerce and finance. A growing belief exists 
among manufacturers that there is something 
in bimetallism, which, if it did not work a com- 
plete cure, would improve matters all around. 
Therefore, with Mr. Balfour’s authority enlisted 
on the side of bimetallism, the time has arrived 
for a reconsideration ot the whole question in 
the light of present emergencies, as well as of 
past experience.” 

The reader will note the contrary expression 
of opinion by the London Economist, as ab-— 
stracted in ‘* Periodical Literature,” 


THe MicttiGAN BANKERS’ CONVENTION.—The 
sixth annual convention of the Michigan Bank- 
ers’ Association was held in Detroit, August 
oth and roth. 

The meeting was called to order by President 
George H. Russel, of the State Savings Bank 
of Detroit. S. M. Cutcheon, of Detroit, deliv- 
ered the address of welcome and was responded 
to by Edwin F. Uhl, of Grand Rapids. 

In a short speech which was then made by 
the president, he said that owing to the fact 
that he had but recently joined the fraternity of 
bankers, he would not venture to address the 
convention on banking from the inside, but 
would confine his few remarks to matters 
drawn from experience on the other side of the 
counter. He laid particular emphasis on the 
duty and necessity of civility on the part of 
bank officers to their customers. It is the first 
duty of the officer to be patient, courteous and 
considerate and himself express the thanks of 
his principals for business brought to the bank. 
The officer of a bank, for his own good, and the 
directors, for their personal advantage, should 
see that vacations and relief from continued 
work are given and profiabtly used. 

After the president's address. correspondence 
was opened from bankers in regard to tax laws 
and other banking matters. One Tennessee 
banker said in regard to the tax laws of his 
state: ‘‘ They are a holy terror.” 

After the committee reports, 


a paper was 
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read, which was written by Hoyst Post, a bank 
attorney, on ‘‘ Bank Stock Taxation.” Rela- 
tive to the taxation of mortgages he said in 
part: When a debt is evidenced by note or 
bond and secured by mortgage or pledge on 
designated property located in another place 
than the owner's domicile, some of the authori- 
ties hold that the debt has its citus for the pur- 
poses of taxation where its payment is secured 
and enforceable. But the weight of authority 
seems to be the other way, and to the effect that 
such debts are taxable to the owner at his dom- 
icile, except perhaps in the case of real estate 
mortgages. This question has arisen in con- 
nection with statutes taxing mortgages as 
an interest in land in the locality where 
the land is located, though the mort- 
gagee be a non-resident. If the mortgage 
debt be taxed at the dom'cile of the owner, asit 
undoubtedly may be, and the mortgage interest 
in land be taxed in the locality where the land 
is situated, this results in double taxation. 
Most of the states have. however, sustained this 
principle of taxation. Under it the question 
has been raised in Michigan whether mortgages 
held by savings banks can be treated as real 
estate, and as such be deducted from the 
amount of the capital stock in determining the 
amount upon which they are to be taxed,real es- 
tate being exempt from taxation as capital stock, 
The courts hold that mortgages are real estate 
within the meaning of the statute. As the law 
now stands under the ruling of the Michigan 
supreme court, the banks are entitled to have 
the amount of their mortgages deducted as real 
estate from the value of their shares, and at the 
same time to require their mortgagors to agree 
to pay the taxes on the mortgage interest in the 
lands, so that the practical result of the statute 
is to benefit the banks rather than harm them, 
although that was not the intention of its 
framers. 

Orrin Bump, of the Second National Bank of 
Bay City, Mich., read the first paper in the sec- 
ond day’s session. Mr. Bump’s subject was, 
‘Relations of Michigan Banks to their corres- 
pondents."" ‘Let us consider,” he said, ‘‘the 
topic which is perplexing ourselves and our 
correspondents throughout the entire country, 
at the present time perhaps more than any one 
thing. The question is how to make our collec- 
tion departments at least self-sustaining. 

We shal! have to charge our city banks with 
most of the responsibility of having brought 
about the unpleasant and unprofitable condition 
which now exists by their adoption of the par 
list system. To better the condition there seems 
to be no plan more feasible than for the country 
banks and bankers of the state to unite ina 
resolution that hereafter a reasonabie charge 
shall be made upon all items received for credit 
or remittance. Such a course would not antag- 
onize our city correspondents, as the benefits of 
the present system do not accrue to them, but 
quite the contrary. 

The practice of selecting correspondents in 
New York who pay interest is not a good one. 
New York bankers forget that they hold the 
greater portion of the reserves of the entire 
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country, and the large deposits accumulated by 
the interest-paying banks must be kept em- 
ployed, and the tendency is to invest in paper 
and securities that will not stand the test of 
financial stress, hence they have at all times all 
they can do to meet the sudden withdrawal of 
deposits, and have no money wtth which to 
accommodate custom. But it is not so with the 
New York banker, who pays no interest. Such 
a correspondent stands ready at all times to ac- 
commodate worthy customers, panic or no 
panic. The banker thus knows that he has a 
reliable reserve to fall back on in the case of an 
emergency, and is enabled to accommodate his 
own customer when such accommodation is 
most needed and appreciated. 

Loyalty is one of the noblest and proudest 
attributes of the American citizen. Let us apply 
it by giving to our Detroit correspondents the 
lion’s share of our business; by so doing we 
shall augment our mutual interests, 

Mr. George Spaulding read an interesting 
paper on ** Confidence—Its Use and Nuisance.” 
He was followed by James T. Keena, of the 
Detroit bar, who read a paper on ‘ Hustlers, 
Progressists and Conservatists.” He said that 
the poison of lying has permeated our business 
and social relations. If George Washington 
carried on business to-day on his cherry tree 
policy, he would make an assignment without 
preferences within a year. 

The last address was delivered by T. C. Sher- 
wood, the State Commissioner, on ‘‘The Michi- 
gan Banking Law and Desirable Amendments.” 

The framers of Michigan’s banking law copied 
largely from the national law, which for thirty 
years has withstood criticism and inspired con- 
fidence. All provisions were excluded which 
would have a tendency to lessen confidence in 
the stability and permanency of the state sys- 
tem. Sections 32 and 62 of the Michigan law 
expressly prohibit the issuing of any bill, note 
or certificate intended to circulate as money. 
Business men are satisfied with the experience 
they have had with state notes, and want no 
more of them. No doubt there are many bank- 
ers who would be pleased if state banks were 
allowed to issue circulation, but the banking 
public, the small dealers and the laboring classes 
are sufferers. 

Unlike the national law, our bank act is a 
dual law. It includes a savings department 
While many of the old commercial bankers do 
not see the necessity for savings banks, the 
farmer and the laborer appreciate their exist- 
ence. Under the business conditions of to-day, 
they are a public necessity, and of all mutual 
benefit associations, they are the most benefi- 
cent, That Michigan’s dual law is adapted to 
the business of our state is evidenced by the 
fact that fifty-nine banks have incorporated 
under its provisions during the three years of 
its existence. That the people are satisfied 
with its security is proven by the fact that on 
July 12th last they had on deposit $61,984,886.14. 

As to amendments, Commissioner Sherwood 
recommended that the bank commissioner be 
given more power than he has at present, and 
also that the law governing banks which trans- 
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act simply a commercial business be more 
clearly specified. 

A banquet closed the programme of the con- 
vention, 


THE RECORD OF CRIME. 


ArrREst oF C. A. Howes.—Charles Augustus 
Howes, an expert forger, who has traveled from 
one end of the country to the other,and proudly 
boasts that he has swindled banks and mer- 
chants in every state in the Union, has been 
arrested at Spuyten Duyvil. The attention of 
Inspector McLaughlin was recently called to 
Howes by a telegram from the chief of police of 
Manchester, N. H., asking the police here to 
look out for C. A. Field, who had swindled the 
First National Bank of Manchester out of $250 
by a forged check. 

After he had been locked up for a few hours 
he sent for Inspector McLaughlin and confessed 
everything. He began business life as a real- 
estate agent in Gray’s Harbor, Wash., but lost 
the money he made over the gaming table. His 
first forgery was on the Denver Lithographic 
Company, to pay for 1,000 blank drafts on the 
Bank of Elmer. With these he traveled, pass- 
ing them everywhere, until they gave out, when 
he procured a new supply from the Union Bank 
Note Company of Kansas City, these on the 
First National Bank of Park City, Utah. He 
has swindled banks all over the country. 

* 
* * 

ARREst OF BANK SWINDLERS.—Ernest Schnei- 
der and Otto Stillwagen, who are wanted in New 
York for swindling Knauth, Nachod & Kuhne, 
Bankers, at 5 William Street, out of $1,300, were 
arrested in Chicago on October 30, and have 
admitted their guilt. Schneider was formerly 
in the employ of the firm, and had used the 
knowledge of the firm’s business obtained as a 
clerk, to swindle them out of the money men- 
tioned above. The crime for which the two men 
were arrested was committed on June to, 
Schneider, who knew the cipher code of the 
firm, arranged with Stillwagen that Stillwagen 
should send two telegrams to him when in Bos- 
ton, signed with Knauth Nachod & Kuhne’s 
name. The first telegram was in cipher and 
was to Downer & Co., the Boston correspond- 
ents of Knauth, Nachod & Kuhne, instructing 
them to pay ‘‘ Xavier Cuchler” the sum of $1,- 
590 upon presenting his credentials. The other 
telegram, addressed to ‘‘ Xavier Cuchler” at the 
New England Hotel, Boston, told the latter to 
call at Downer & Co. and get the $1,590 to his 
order. Armed with this and also with an Aus- 
trian military pass made out to Xavier Cuchler, 
Schneider obtained the money. Nothing further 
was heard of Schneider until he tried to obtain 
a position in Logansport, Ind., showing a letter 
of recommendation given him last January by 
Knauth, Nachod & Kuhne when he left their 
employ. Schneider was traced to Chicago and 
arrested there. Stillwagen was arrested in 
Wisconsin. 
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AN Ex-BANK PRESIDENT CHARGED WITH Em- 
BEZZLEMENT.—Capt. C. J. Iredell, of Norfolk, 
Va.. was arraigned before a trial justice in Col- 
umbia, S. C., on October 31, charged with 
embezzling funds to the amount of $25,000. He 
gave bond in the sum of $2,000 for his appear— 
ance in court next March. The accused socially 
and in business circles occupies a high position 
in Columbia. A year ago, he suddenly resigned 
the presidency of the Commercial Bank. 

On October 24, Levi Metz made an affidavit 
charging Iredell with having made false entries 
in the accounts of the bank, and with having 
fraudulently obtained and used large sums of 
money belonging to the concern. Iredell came 
here to day from Norfolk, and declares that he 
can satisfactorily explain the charges. 


* 
* * 

FALL oF A BANK CLERK.—Charles Voight has 
been arrested in Elmira, N. Y., for stealing $3,- 
ooo from the Wilkesbarre, Pa. Savings Bank, 
while in its employ. He escaped and lived the 


life of a tramp throughout the country, until his 
arrest. 


BUSINESS NOTICES. 


Messrs. Clapp & Co., 60 Broadway, have published 
a World’s Crop Letter, estimating the world’s yield 
of wheat, oats, barley and rye, inevery country where 
grown. Also estimating America’s crop of corn and 
cotton, and amount exported and consumed at home, 
and other valuable information. Free on application. 


_— oOo 


Write the Speed Stationery Company, 26 Reade St., 
 wymed pee | your next order for stationery. They 
do good work at very reasonable prices. ew cor- 
porations just commencing business will find their 
services of value in estimating their first supplies, as 
their long experience in the business enables them to 
approximate closely the wants of any given commun- 
ity. 

— 


W. J. Hayes & Sons, the bankers of Cleveland, New 
York and Boston, whose card will be found opposite 
the first editorial page of the JOURNAL, do an exten- 
sive bond business throughout the country, and their 
experience and advice will be found of value to in- 
tending purchasers and investors. 


——oo—— 


A very ingenious and ——_ oy addition to any 
; 


business office is the Shaw Time Stamp, which our 
readers will find advertised in another column. Itcon- 
sists of a handsome clock combined with a stamping 
apparatus by which the minute, the hour, the day of 
the month, name of firm and nature of transaction, 
can be instantly stamped on any document. 

In all branches of business, disputes arise as to the 
exact time of day of certain transactions, such as 
mailing or receiving letters, sending or receiving tele- 
grams, serving legal papers, signing receipts, deliver- 
ing or receiving goods, time of day documents go into 
effect, the time of workmen in mills or workshops, 
shipping goods, and numerous other questions relative 
to time—all such disputes can at once be settled, and 
a correct record of the time of every transaction kept 
by this very valuable and indispensable invention. 

Itis a beautiful desk ornament, finished in nickel 
and black enamel. As it sets on the desk the time is 
always before you, it is substantial and compact, so 
sine to operate, that no special directions are re- 
quired. 














